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In no department of economic policy was the victory of 
the principles of laissez-faire so complete as in that concerned 
with the distribution of wealth. Before the eighteenth century 
the right and the expediency of Government interference were 
hardly questioned; in the nineteenth century not only the 
expediency but the morality of any attempt on the part of 
Governments to determine the distribution of wealth came to 
be rejected with equal unanimity. The valuation of services, 
like that of commodities, was left to be determined by the rela- 
tions of supply and demand in a free market; each was entitled 
to what he could get, competition being relied on to secure that 
few or none would get much more or much less than the value 
of their services to society. In the present century public 
opinion has changed; laissez-faire is discredited, any a priori 
objection to State interference with distribution, or with any 
other problem of economic organisation, has gone. It might 
have been expected, therefore, that there would have been a 
corresponding change of policy, and that Government would 
actively participate in the fixing of wages and prices, the regula- 
tion of profits, and the distribution of wealth generally. There 
has been a change, but it has not taken the lines of a reversal of 
laissez-faire. It is true that usury laws have been revived; but 
the new law has no effect, and is not intended to have any effect, 
on interest and profits in general. Rent Restriction Acts are in 
force; but they are admittedly an exceptional measure to deal 
with a war-induced emergency, which it is expected will be 
temporary. A temporary Profiteering Act was passed as one of 
the measures needed to ease the transition from war to peace; 
but again it was a temporary measure, the chief significance of 
which was that it demonstrated the difficulty in practice of 
defining a “fair” profit. Trade Boards are a more important 
innovation; but even these leave the actual fixing of wage 
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rates to representatives of the trade; they involve neither 
Parliament nor any Government department in the fixing of 
rates which Government enforces, and are therefore a device for 
compelling collective bargaining rather than for Government 
fixing of wages. The central problem of distribution—the 
determination of wages, salaries, interest and profits—is still 
left to private contract without Government interference. On a 
superficial view it might seem there has been no change in the 
present century; actually an unnoticed revolution has come 
about, the chief features and stages of which I wish to dis- 
tinguish. 

The determination of economic relations, and therefore of 
the distribution of wealth, by free private contracts between 
individuals, which is the essential element in laissez-faire, was 
not unqualified even when the principles of that policy com- 
manded their greatest authority. Government did interfere in 
at least three ways: it regulated the form and conditions, if 
not the amount of wages; it provided public relief outside the 
system of commercial incomes; and it modified the actual dis- 
tribution of income by taxation. The necessity of interference 
under all these heads was generally recognised even in the middle 
of the nineteenth century; but the dominant public opinion 
was in favour of restricting it to the narrowest possible limits. 
Thus regulations such as the Truck Acts and the Particulars 
Clause of the Factory Act were directed, not to influencing the 
magnitude of wage rates, but simply to ensuring that the worker 
got the full amount of any rate agreed on; it was not until 1909 
that the State interfered even indirectly with the amount of 
wages. Similarly, public relief was given in a form and under 
conditions that were designed to deter the poor from applying 
for it; and taxation was levied in accordance with the maxim 
that taxation should be for revenue only. These limits have 
gradually been relaxed; the regulation of wages has been extended 
from the conditions to the amount of the wage; public relief 
has increased and been diversified; taxation has reached amounts 
that were not dreamt of a generation ago, and its incidence has 
been altered in order to lessen the inequality of income which 
resulted from a policy of laissez-faire in relation to the com- 
mercial distribution. Government participation, therefore, which 
was a negligible influence in the distribution of wealth fifty years 
ago, has become a considerable and very important influence 
to-day. 

This change from Victorian laissez-faire to the present system 
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of distribution, whatever name we like to give it, has been a 
continuous process, so gradual that its significance was hardly 
noticed until the war came and suddenly accentuated it. It is, 
however, I think, possible to date the turning-point in the 
transition. I should put it in the period 1906-1914; and I 
should relate the changes brought about in that period to the 
check to the rise in real wages that marked the preceding decade. 

Sir Josiah Stamp has summarised the movement of wages 
and other incomes in the nineteenth century. Real incomes 
increased on an average fourfold; but the most significant 
change was a steady movement of the population from lower to 
higher income classes, which left the proportionate distribution 
of income between classes much the same. ‘“ The total nominal 
income has increased,” he says, ‘much more than the total 
population—the increase has surged up through all the fixed 
classes, so that there is a smaller population in the ranks of 
the poorest, with a nominal income of, say, under £80 a year, 
and many more in the over £5000 class, but the slope of distribu- 
tion, 1.e. the relation between one section or class and another, 
has hardly altered.” It would appear that wealth increased 
and the average condition of the wage-earning class improved 
at a greater rate during the period in which the country came 
nearest to a policy of complete Jaissez-faire in relation to the 
distribution of wealth than at any other time. Professor Bowley 
has made a more detailed examination of changes in the dis- 
tribution of the national income in the forty-three years pre- 
ceding the war. The price, level was about the same in the two 
years 1880 and 1913, so that no corrections had to be made for 
this factor; the period was long enough to afford a useful com- 
parison and yet not so long as to involve comparison between 
economic systems that had materially changed. The result of 
the comparison was to show that wages had increased at about 
the same rate as the average income of the community; that 
the proportions in which the national income was distributed 
between property and work, and between the three social classes 
into which it is convenient to divide the population for the 
purpose of studying the distribution of the national income, 
were unchanged; and that the chief change was in the numbers 
of persons in the income-tax-paying class and in the intermediate 
class of persons, whose incomes were below the income tax 
exemption limit, but were not wages in the ordinary sense. As 
Professor Bowley points out, the comparison gives a remarkable 
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works, that the distribution of income is not accidental or 
arbitrary, but the result of fundamental tendencies in industry, 
which are not affected by slight changes of technique or law. 
The comparison confirms the conclusions drawn from Sir Josiah 
Stamp’s study of the longer period. 

When we examine the period 1880-1913 in more detail, 
however, we find that the rise in wages was not uniform or 
continuous. Money wages, according to Mr. Wood and Pro- 
fessor Bowley’s index-number, rese just 10 per cent. by 1895 
and 22 per cent. between 1895 and 1913; but the period 1880- 
1895 was a period of falling prices while prices rose from 1895 
to 1913. If, therefore, real wages be taken as the index of the 
improvement in the economic condition of the wage-earning 
class, nearly the whole improvement was made by 1895; after 
which year the rise in money wages was sufficient to compensate 
for the increased cost of living, but little more. Moreover, a 
large part of the rise in the average level of money wages was 
due to the shift of the occupied population from low-paid occupa- 
tions like agriculture to relatively well-paid occupations like 
coal-mining and engineering. The average of wage rates did 
not rise as much as prices. The wage-earner who had not 
changed his occupation would feel, therefore, that his economic 
position was growing worse, while all the external and visible 
signs of industrial conditions pointed to a rapid increase in the 
country’s wealth. With the industrial unrest and the revival 
and extension of trade unionism, which this check to the rise 
in real wages explains, I am not here concerned, except in so 
far as they, like the check to wages itself, strengthened the 
demand for social reform by political action, and created an 
atmosphere in which it was possible to carry novel social legis- 
lation; what I wish to stress is that the demand was intensified, 
and a favourable atmosphere created, in the first decade of this 
century. The share of the national wealth that reached the 
wage-earner in the form of wages no longer increased at a rate 
that satisfied him, and the way was open—in a democratic 
state—for a financial policy that would try to make things up 
to him in some other way—in a word, for a Limehouse policy, 
so called, no doubt, because it aimed at alleviating the conditions 
of life in places like Limehouse. 

The change, I have suggested, took the form of a great 
extension and diversification of the three types of interference 
by Government with distribution that were admitted even by 
the strictest advocates of laissez-faire. It will be convenient to 
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consider first the extension of Government regulation. The 
distinctive innovation was the extension of regulation from 
conditions of work to wages; and not only to the form, but 
to the amount of wages. This was effected by the Trade Boards 
Act of 1909. Now we have seen that this innovation did not 
involve Parliament, Cabinet or any Central Department in the 
responsibility of actually fixing a rate. This responsibility was 
thrown on the representatives of the trade in each case, who, 
with a minority of Appointed Members, formed the Trade Boards ; 
Government only promulgates and enforces the rates fixed. 
Essentially, therefore, the scheme is a scheme of compulsory 
collective bargaining, applied to trades in which collective bar- 
gaining had not arisen spontaneously or was ineffective. The 
amending Act of 1918 makes this explicit, by substituting for 
“exceptionally low’ wages the condition that “no adequate 
machinery exists for the effective regulation of wages’”’ as the 
differentia of the trades to which the Act is applicable. _ 

If the Trade Boards scheme merely extends collective bar- 
gaining, without any direct imposition by Government of a 
rate or rates predetermined in accordance with some abstract 
principle, it might seem that I have exaggerated its significance. 
There is, however, no doubt that the institution of Trade Boards 
has been followed by a levelling up of wages in the trades covered 
towards (or even beyond) the level of wages in organised indus- 
tries; and if this result has been achieved without the inclusion 
in the Acts of any question-begging references to living wages 
or reasonable wages, that is a tribute to the practical wisdom 
that drafted the Acts. My reasons for believing that the mere 
extension of compulsory collective bargaining to a trade in 
which wages are exceptionally low will tend to raise wages are 
three. 

In the first place, in the absence of collective bargaining, 
the individual wage-earner is unlikely to secure even the wage 
that the conditions of the trade will permit the employer to pay ; 
a Trade Board, therefore, by eliminating the possibility of an 
unscrupulous or hard-pressed employer’s exploiting the indi- 
vidual weaknesses of his work-people, and imposing the standard 
of the wages paid by the better employers on the whole trade, 
will tend to level all wages up to the limit that the trade can 
bear, without any reduction in the volume of employment. 
In the second place, a trade in which wages are not settled by 
collective bargaining is likely to be at a disadvantage in competi- 
tion with other trades in securing from the consumer, the final 
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paymaster of all the industries, a good price for its products; a 
Trade Board, by redressing this inequality between industries, 
organises, as it were, the trade as a whole, and, by enabling it 
to secure a better price for its products, enables it to pay a better 
wage to its workers. 

In the third place, the conditions that limit prices and wages 
are continually changing. The chief benefit which a trade union 
confers on its members is that it enables them to maintain wage 
rates during a temporary depression and to force them up when 
demand recovers. Before the war society was getting richer; 
each year, therefore, it could pay a better price than the previous 
year for some of its products; in the absence of Trade Boards or 
some similar machinery, it would tend to pay this price to the 
organised industries, which, being organised, were in a position 
to extract it. Trade Boards put unorganised industries in a 
position of equality, or even of superiority, as compared with the 
organised industries, and so made it possible for them to press a 
claim for a share of this increase in society’s wealth. I conclude 
that the mere extension of collective bargaining would tend to 
raise wages in the trades to which the extension was made. 

By themselves, however, the Trade Boards could not have 
effected the improvement in the condition of the lowest-paid 
wage-earner that the last twelve years has seen. Two other 
factors have to be taken in conjunction with Trade Boards, 
The first is the war-time regulation of wages by the Ministry 
of Munitions, and the reaction of Government Wage Orders on 
the standard of wages established by voluntary collective bar- 
gaining; the second is the support given to wages by the post- 
war Unemployment Insurance scheme. During the war the 
Wages Orders of the Ministry of Munitions forced up the wages 
of women workers and unskilled men more rapidly probably 
than they would have risen but for this assistance; at the same 
time the advances in wages generally, given by or in accordance 
with the awards of the Committee on Production, took the form 
of flat-rate advances, and so raised unskilled rates in a higher 
ratio than skilled rates. Government control of wages in war- 
time, therefore, operated in the same direction, that of raising 
rates in unorganised trades relatively to those in organised 
trades, as Trade Board control before and since the war. After 
the war Trade Boards were extended widely with the express 
object of supporting the wages of workers who had had the 
benefit of the war-time control; so that statutory regulation 
tended to preserve the advantages gained by the less skilled 
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and lower-paid workers. Further, the advances in wages awarded 
by statutory orders, whether under the Munitions of War Acts 
or the Trade Boards Acts, help to establish new standards of 
remuneration for unskilled and semi-skilled workers. The 
unions which cater for these classes—the extension of whose 
activities is an outstanding feature of recent trade union history— 
are influenced by these new staridards, and make correspondingly 
advanced demands on the employers with whom they negotiate. 
A higher relative standard of wages for unskilled and semi- 
skilled work generally has thus been established. 

There was no difficulty in forcing up wages during the war 
and the post-war boom; the stability and permanence of the 
results achieved can be judged only at the end of a period of 
trade depression. Wage rates and employment are correlatives ; 
if a wage rate is too high it will cause unemployment. The 
establishment of a new rate, therefore, whether by a trade union, 
a Trade Board, or a Departmental Order, may involve a decrease 
in employment, and create a problem of temporary unemploy- 
ment, even if the rate has anticipated only by a little the growing 
capacity of the industry to pay wages. ‘Trade unions built up 
a system of unemployment insurance that enabled them to take 
this risk; it seems to me that Trade Boards in unorganised 
trades and General Labour Unions with no unemployment benefits, 
or small and partial benefits, have been able to take the same 
risk only because the State has provided unemployment benefit 
for the workers whom their rates may displace. Wages rates 
are, after rents, the most sticky of all prices; we should expect 
the relatively higher rates established by 1920 to come down 
slowly in any case; but it seems improbable that the unskilled 
worker’s position would not merely have been maintained in 
the depression, but improved relatively to the skilled man’s 
position, if unions and Trade Boards had not been able to rely 
on the national Unemployment Insurance scheme, and _ par- 
ticularly the provision of Uncovenanted Benefit, to deal with 
any unemployment for which their rates were responsible. In 
effect uncovenanted unemployment benefit is the true minimum 
income estehlished in industry by law. 

The importance of this upgrading of the lower rates of wages 
in the last twelve or fourteen years is that it attacks poverty 
at its main point. In the analysis of the immediate causes of 
poverty, defined by reference to a “ poverty line ” of about 23s. 
for a family of five, which Professor Bowley made on the basis 
of his sample inquiry in 1913, about two-thirds of the persons 
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living in poverty were in that condition because the wage was 
too small to support the family on this minimum standard. 
It was an accident that this inquiry was made just at the time 
when the Trade Board system was emerging from its trial period, 
and a misfortune that no one thought of making it before 1913; 
it was worth many volumes of the evidence that the Poor Law 
Commission collected. But the coincidence of the two shows 
that the Trade Boards Act was one of the most significant reforms 
of its period; while the post-war inquiry by Professor Bowley 
in the same places and on the same lines shows that the reform, 
taken with the other co-operating factors we have discussed, has 
largely succeeded in its object. 

Just as Government regulation of economic contracts has been 
extended and diversified, so has the second modifying influence 
that we noticed been extended and diversified—the influence of 
Public Relief. The phrase ‘“‘ Public Relief’? has acquired per- 
haps too narrow a connotation for my purpose; I wish to include 
any addition to the real income of the wage-earning class which 
is provided by Government without charge or below cost. It 
is possible, I think, to take this into our consideration of the 
distribution of wealth without entering into the wider and more 
difficult questions of the basis of taxation and the proper limits 
of public expenditure. Comparing the present with an earlier 
period we find certain things, such as education for his children 
and provision for his own unemployment, provided by the State 
and forming part of the income that the wage-earner enjoys, 
which formerly he could enjoy only if he could pay for them out 
of his wage. We must allow for these benefits if we wish to 
measure the change in his position. 

Only a rough measure is possible; but that will suffice. 
Exact measurement is not possible for two reasons. *We can 
ascertain the total cost to the State of the free or subsidised 
social services that it provides; but we cannot identify the 
recipients with the wage-earning or any other income class. If, 
however, we take the convenient dividing line afforded by the 
pre-war income tax exemption limit, we find that practically 
all the wage-earners fell below it and that they formed four- 
fifths of the whole number of persons with incomes below it. 
The greater part of the expenditure on public social services, 
therefore, can be regarded as an addition to the real income of 
the wage-earning class. In the second place wage-earners 
contribute to national and local taxation, out of which the cost 
of the social services is met. The addition to their real income 
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made by the social services is not, therefore, necessarily a net 
addition. We can, however, make a rough estimate of the change 
in the distribution of the burden of taxation between the different 
social classes. What we find is that taxation has become more 
progressive in the same period as the expenditure on social 
services has increased. We shall not be misled, therefore, if we 
take the increase in the aggregate expenditure on social services 
as in the main an addition to the real income of the class that 
draws wages, and the change in the ratio of that expenditure 
to the total wage-bill of the country as a rough measure of the 
benefit that the wage-earner has derived from direct control by 
the State of the distribution of wealth. 

The amount of the expenditure on social services depends 
on what we include under that head. The so-called Drage 
Return of Public Social Services (Total Expenditure under 
certain Acts of Parliament) includes Insurance, War Pensions 
and Old Age Pensions, Education, Reformatory and Industrial 
Schools, Care of Inebriates, the Public Health Acts (so far as 
they relate to Hospitals, treatment of discase, and Maternity 
and Child Welfare), Housing, the Poor Law, Lunacy and Mental 
Deficiency. It relates to Great Britain only and shows expendi- 
ture for the years ending 3lst March, 1891, 1901, 1911, 1921, 
and the latest year for which figures are available. In the 
earliest year there are only seven heads of expenditure, and 
only Education, Poor Law relief, and Lunacy account for more 
than half a million; the total expenditure is £22,040,000. In 
1901 the items are the same, but the total expenditure has 
grown to £36,000,000. Ten years later Old Age Pensions appear 
in the list and a small expenditure in relief of unemployment ; 
the total has grown to £63,000,000. 1921 shows a big change. 
Health and Unemployment Insurance and War Pensions appear 
in the list, Housing has become a substantial amount, and the 
total has grown to £307,000,000. In the latest year, which does 
not, however, include Widows’ Pensions and the concurrent 
extension of Old Age Pensions, the total is £332,000,000. 

In order to get a post-war figure comparable with the earlier 
figures, it seems desirable to exclude War Pensions, which are 
an abnormal and transient charge,! and also the contributions 
made by employers and workpeople to the funds of the two 
insurance schemes. These adjustments bring down the figure 
for the latest year to just over £200,000,000. For the purpose 


1 War Pensions should, however, be taken into account in comparing the 
condition of the poor before and after the war. 
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of comparing the expenditure on social services with wages we 
want the expenditure for the United Kingdom as a whole over a 
rather longer period than the Drage Return gives. Making 
these adjustments, we find that expenditure in the United 
Kingdom increased from £16 millions in 1880 to £69 millions in 
1910-11, and £80-6 millions in 1913-14. Professor Bowley has 
estimated the national wages aggregate in these three years at 
£465 millions, £732 millions and £770 millions. Thus the ratio 
of expenditure on social services to wages in the three years 
would be : 


1880. ‘ , . 16:465 = 3-4 per cent. 
if : ‘ . 69:732 = 9-4 per cent. 
1913 . ‘ . 80:770 = 10-4 per cent. 


In 1924 I should guess the ratio at not less than one to eight. 

It is to be noted that it is not suggested that wages have 
actually been increased by this amount; wage-earners are not 
the only beneficiaries of these services. I take the ratio merely 
as a convenient index of the growing importance of State- 
provided income. The gross figures of expenditure would 
naturally increase with the growth of population, and, since 
1895, with the rise in the general level of prices; but aggregate 
wages have also been influenced by these changes, so that the 
ratio between the two is the best index of the change we are 
trying to measure. 

It is interesting to observe just when this change took place. 
The increase in expenditure has been continuous; but the rate 
of increase slackened in the ‘nineties, increased in the first decade 
of this century, was increasing still more rapidly just before the 
war, and has continued since the war at the pace set then. In 
other words, it has followed, and to a large extent compensated 
for, the check to the rise in real wages that we noticed about 
the end of the last century. In part the increase has been due 
to a more generous—or lavish, according to the point of view— 
expenditure under old statutes, such as the Elementary Educa- 
tion Acts, Poor Law and Public Health Acts; partly to new 
legislation, of which Old Age Pensions, the Insurance Scheme 
and Housing are the chief examples. Moreover, while the 
biggest increase in expenditure has taken place since the war, 
the principles on which that expenditure should be based were 
settled before the war. Between 1906 and 1914 Parliament 
made the State responsible, not only, as we have seen, for the 
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regulation of wages by Trade Boards, but for Old Age Pensions, 
compulsory State-aided Health and Unemployment Insurance, 
the feeding and medical inspection and treatment of school- 
children, and the supply of working-class houses; post-war 
Governments have merely extended and elaborated schemes 
instituted then. The full significance of the social legislation 
of the pre-war decade escaped notice because the war super- 
vened to stop development, and to prevent people from realising, 
when development was resumed, that the post-war legislation 
was merely an extension, without any innovation of principle, 
of the pre-war schemes. 

Of these pre-war schemes the most interesting for our purpose 
was the National Insurance Act. In the estimates of expenditure 
on social services given above only the State contribution was 
included. The greater part of the expenditure under the Act 
was, however, met by the contributions of employers and em- 
ployed. Now the workers’ contributions came out of their 
wages, out of the share of the national income, that is, which 
the workers obtain by the ordinary processes of commercial 
bargaining. It seems to me that the employers’ contributions 
are essentially of the same character. It is true that they did 
not in the first instance come out of wages, since I know of no 
case where wages were reduced by the amount of the employer’s 
contribution when the Acts first came into force; but the Insur- 
ance Act did nothing to increase the funds out of which employers 
can pay wages, except in so far as the contributions, being 
exacted simultaneously from all the employers in an industry, 
might encourage them to raise prices and so enable them, where 
demand was inelastic, to recover their expenditure from the 
consumer. Apart from this exceptional case the employers’ 
contributions were a compulsory flat rate advance in wages, 
imposed by the State and then appropriated for the special 
object of providing insurance—an advance which would prob- 
ably have been conceded in the ordinary way, though not so 
soon and not in the form of a flat rate, but for the Government’s 
intervention. These advances caused little or no dislocation 
up till 1920, because trade on the whole was expanding all the 
time, and the contributions were small. Since 1920 the effect 
has probably been different. A compulsory advance in wages, 
imposed without any consideration of the capacity of different 
industries to pay such an advance, is likely to cause some unem- 
ployment. When trade is expanding this effect will be small 
and transient; in a prolonged trade depression it may be an 
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important influence retarding recovery. It may be doubted 
whether the year in which the country returned to the gold 
standard was the best time to choose for the last big extension 
of subsidised insurance to Widows’ Pensions and Old Age Pensions 
at sixty-five, desirable as these were in themselves. 

The Insurance Acts then fall into a category intermediate 
between that of direct subsidy, like Old Age Pensions, and that 
of pure regulation, like our Trade Boards Act. Apart from the 
State subsidy their effect was to change the form, without 
altering the amount of wages. They ordained that the worker, 
instead of getting all his earnings in weekly wages, should get 
a part in the form of rights to income in sickness and unem- 
ployment, actuarially equivalent to the contributions which he 
and his employer and the State made to the insurance funds. 
Thus the Acts secured a better distribution of the wage-earner’s 
income in time, reducing it when he was working, but insuring 
that it did not cease when he was unable to work. Wage-earners 
could have made similar provision for themselves, as some of 
them did through Friendly Societies and Trade Unions; but 
those who most needed this provision were least likely to make 
it. The State contribution and the compulsory character of 
the scheme made it possible to bring into it the lowest paid 
workers, and also secured provision in sickness and unemploy- 
ment for better paid workers, who had the means but lacked 
the will to make provision for themselves. 

The effect of recent social legislation, then, appears to have 
been to compensate the wage-earner for the check to the advance 
in his real wages. The compensation would, however, be illusory 
if the cost of the increased social services had been met by 
increasing the amount of taxation paid by the wage-earner. 
This does not seem to have been the case; on the contrary, 
there has been, in the period in which the increased expenditure 
on social services has taken place, a redistribution of the burden 
of taxation in favour of the wage-earner. The best indication 
of this is the ratio which the chief direct taxes, to which wage- 
earners before the war contributed practically nothing, bear to 
total Government expenditure. Income and Super-tax, House 
Duty, Estate Duties and Corporations Tax are included under 
the head of Direct Taxes; expenditure on the Postal Services, 
being met in the main by the trading receipts of those services, 
is excluded from the account of expenditure. The ratio in our 
first year, 1880-81, was just under a quarter; in 1890 it was 
only slightly higher, 28 per cent.; in 1900, a year of war, it had 
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risen to 37 per cent.; in 1911 it was 44 per cent.; in the last 
year for which I have figures, 1924-5, it was 58 per cent. The 
contribution of Customs and Excise, on the other hand, fell from 
60 per cent. in 1880 to 45 per cent. in 1911 and 33 per cent. in 
1924. It may be objected that the increase in direct taxation 
has been due to and swallowed up by the increase in Debt Charges, 
which are mainly payments to members of the income tax paying 
class. This is an irrelevant objection, since the burden of debt 
was not incurred for the peculiar benefit of the income tax pay- 
ing class, and there is no reason in the nature of the burden 
why it should be placed exclusively on their shoulders. In any 
case before the war Direct Taxes increased while Debt Charges 
were reduced. In 1880, when Debt Charges amounted to £29-5 
millions, Direct Taxes amounted to £18 millions, while in 1913, 
when Debt Charges had been reduced to £24-5 millions, Direct 
Taxes had risen to £78 millions. Even to-day, when Debt 
Charges have risen to £364 millions, they form a smaller pro- 
portion of national expenditure than they did when Mill 
published his Principles. 

More exact estimates of the burden of taxation falling on 
different economic classes were made by Sir Herbert Samuel in 
1919.1. The result of his investigations for certain typical incomes 
is summarised in the following table; the figures relate to a 
family of five persons and exclude Excess Profit Duty; the 
taxation on the incomes of £100 and £1000 is on the assumption 
that the incomes are “ earned,” on those of £5000 and £50,000 
that they are “unearned”; both actual amounts and per- 
centages of income are given : 

















Income. 1903-4. 1913-14. 1918-19. 
£ £ s. d. %. £ s. d. ye £ 8. zl %. 
100 6 410 6-2 6 11 6-0 13 15 ll ll 
1,000 7412 3 7-4 66 12 0O 6-6 194 14 9| 19-4 
5,000 480 211 9-6 623 56 4] 12-4 2,178 19 9] 434 
60,000 | 5,118 8 ll 10-2 9,089 5 4] 181 |31,959 19 9 | 63-9 








Leone Levi’s estimates at an earlier date? were rougher; 
but they may be set down for comparison, in order to show the 
trend of tax distribution; they give only the average amount 
of taxation per head in the working class and in the “ middle 
and upper classes.” 


1 Journal of the Royal Statistical Society, March 1919. 
2 Ibid., March 1884. 
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| 1842. | 1862. | 1882. 
8. d. a. “a; 4a. a, 
Working class . . 27 #4 27 #0 25 11 
Middle and upper classes 60 0 “a 2 66 0 














He estimates the percentage of his income that the average 
wage-earner with a family paid in taxes in 1842 at 16 and 1882 
at 74. 

It is not possible to state what proportion of local rates is 
paid by the classes below the old income tax exemption limit. 
Sir Bernard Mallet 1 estimated it just before the war at three- 
tenths of the whole, or £22-5 millions in 1910; Leone Levi in 
1882 at a third of the whole, or £12-7 millions. The Board of 
Trade in the Second Fiscal Blue Book, for the purpose of estimat- 
ing changes in the cost of living, took dwelling-houses rented at 
less than £20, and so exempt from Inhabited House Duty, outside 
London, and houses under £50 rental value in London, as repre- 
senting working-class houses, and calculated the change in the 
average rent, including and excluding rates, for the period 1880- 
1900. The increase in the burden of rates shown is just under 
£7 millions. Between 1900 and 1911 rents increased little if at 
all; the number of houses in the rental categories taken increased 
about 15 per cent., and rates on an average increased by a 
quarter. The residents in these houses would pay another 5} 
millions, or 124 millions more than in 1880; a small part of the 
whole increase in public expenditure. Since 1914 the increase 
in local expenditure has been very great; but the increased 
burden falling on working-class rate-payers has been limited 
until the last two years, first, by the increase in the ratio of 
Central Government grants to local rates; and secondly by the 
Rent Restriction Acts, which, by preventing working-class rents 
from rising as much as values generally, has tended to reduce the 
proportion of the burden of rates falling on them. 

The combination of progressive taxation with the extension 
of social services provided by the State has had the effect of 
transferring a considerable portion of their income from the 
rich to the poor. In this transfer is to be found a part at any 
rate of the explanation of the improvement in the economic 
condition of the poor which even the war has not neutralised. 
The check to the rise in real wages has been compensated for 
by the increased provision of social services by the State and 


1 British Budgets, p. 451. 








ee ae a ae a ll 











1927] THE AUTHORITARIAN ELEMENT IN DISTRIBUTION 15 


by compulsory advances in wages, in the form of insurance con- 
tributions, imposed on employers. At the same time the Insur- 
ance Acts and the Trade Boards Act promoted a rearrangement 
or redistribution of income to the points at which the evil of 
poverty pressed hardest. Although the full extension and 
development did not come until after the war—indeed has not 
come yet—there existed when war broke out, in a complete if 
undeveloped form, a policy for dealing with the evil of poverty. 
The problem of poverty was the mainspring of economic 
studies in this country before the war; it may be worth while 
in conclusion to consider what progress we have made towards 
its solution. As it presented itself to social reformers in the 
eighties and ‘nineties of the last century, poverty was a problem 
partly of chronic want, partly of occasional misfortune for which 
no provision had been made, partly of inequality. There was a 
mass of misery due to chronic want, a sort of residuum that was 
left undisturbed when the increase in wealth in the nineteenth 
century “surged up ” through the higher income classes. There 
was the intermittent or occasional want due to unemployment, 
loss of income through accident or sickness, or death of the 
chief wage-earner of the family. The inequality in the distribu- 
tion of wealth was an element in the problem, since all con- 
sumption standards are relative, and the ostentatious extravagance 
of a rich class created a sense of poverty in the members of a poorer 
class who might have quite enough to meet the needs of physical 
existence and the conventional necessities of their own class. 
The chief improvement has been in the raising of the lowest 
class. We have seen that the direct attack on low wages by 
Trade Boards and war-time wage orders is perhaps the most 
significant single reform. But by itself wage regulation could 
not have effected the improvement that has taken place. The 
mere raising of wage rates would have caused unemployment ; 
and unemployment would have brought wage rates down again, 
if provision for relief in unemployment had not been made; 
and even unemployment relief would not have kept wage rates 
up if the worker’s capacity had not been raised pari passu with 
his rates. The conditions revealed by the inquiries of Booth 
and Rowntree, by the House of Lords Committee on Sweating, 
and the Royal Commission on Housing, called for the com- 
pulsory education and physical supervision of school-children, 
the improvement of insanitary areas under the Public Health 
and Housing Acts, the better regulation of Factories and Work- 
shops, the relief of the aged by Old Age Pensions, and provision 
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for invalidity and unemployment. The element of risk in the 
problem has been met by Workmen’s Compensation, the National 
Health Insurance scheme, Unemployment Insurance, and the 
most recent extension of insurance to provision for widows. 
The provision is still unsystematic and incomplete, but it has 
been sufficient to maintain unimpaired the standard of life of 
the working classes in spite of a great war and the most profound 
and prolonged industrial depression we have experienced. The 
best measure of the change is given by Professor Bowley and 
Miss Hogg’s repetition in 1924 of the sample inquiry into poverty 
in five towns made in 1913. Adopting the same standard of 
poverty, they found that in spite of the extensive unemployment 
of 1924 the proportion of families in poverty was little more 
than half what it was in 1913. 

The correction of inequality has not gone so far, while the 
resentment at inequality has grown. That is one reason, prob- 
ably, why the progress that has been made in dealing with the 
other elements in the problem escapes notice. Yet something 
has been done. We have not yet habituated our minds to post- 
war standards of taxation; and, just as we forget in judging the 
wage of a wage-earner to allow for his employer’s contribution 
to his insurance rights and his share of the £200 millions expended 
by the State on social services, so in judging the position of a man 
whose income is £10,000 a year we forget to allow for the deduction 
of £3000 income and super-tax; or in noticing the magnitude 
of a deceased millionaire’s estate to notice also the magnitude 
of the Estate Duties by which his fortune will be diminished 
before it reaches his heirs. How far we have moved is, I think, 
shown by this, that a collectivist writer,1 framing a reformed 
income tax in 1905, dare not propose a maximum rate of income 
and super-tax combined of more than ls. 8d. Since then we 
have had a combined rate of 12s. Progress towards equalisation 
of economic conditions, however, is to be seen less in statistics 
of income distribution, even after taxation is deducted, than in 
the approximation of the standards of consumption of different 
classes. Fewer persons go short of food in a post-war trade 
depression than before the war. Medical Officers of Health report 
that the public health, and particularly the physical condition 
of school-children, is better in the worst spell of unemployment 
that the country has known than at any time in their recol- 
lection. There is less superficial difference in the clothing of 


1 Riches and Poverty, L. Chiozza Money, 1905. 
2 Cf. The Third Winter of Unemployment, Astor and others. 
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different classes than there was before the war; the poor have a 
greater variety of food than in any earlier age; rich and poor 
enjoy the same films, music-halls, wireless, and football matches 
to the exclusion of less exciting entertainments. There is a 
shortage of housing, but that is largely because we are no longer 
satisfied with the kind of houses in which the poor lived in the 
nineteenth century. The modern press with its immense circu- 
lation caters for all classes without distinction. And these 
external similarities are largely the outcome of a more profound 
approximation of standards; the working-man’s family to-day 
enjoys an intellectual education better than the middle-class boy, 
or indeed probably a boy of any class, enjoyed seventy years 
ago. The motor, a noisy and ostentatious mark of class dis- 
tinction, by enabling his poorer neighbours to see the same rich 
man half a dozen times, when a brougham would have exhibited 
him only once, has given a false impression of the numbers and 
riches of the new rich; but even that distinction is disappearing 
as the motor-bicycle and light car are brought within the reach 
of the better-paid artisan. The general reduction in the hours 
of work since the war removes, or lessens, another difference 
between the classes. The artisan no longer “loses a quarter” 
if he follows the excellent middle-class custom of beginning 
work only after breakfast. A visitor who should return to this 
country after an absence of thirty years, and observe the change 
in the conditions of working-class life, would find it hard to 
believe that real income per head was probably no greater now 
than then. 

Now this improvemerit is not all of it by any means due 
to State action. The influences on which the statesmen of the 
laissez-faire school relied have continued to operate. Wealth 
per head grew rapidly until war broke out and reduced it; and 
the technical progress of industry has brought within the reach 
of relatively poor classes amenities of life that were outside the 
reach of the rich a generation ago. The redistribution of the 
occupied population in accordance with the demand for labour 
shown by varying wage rates had important influence in raising 
the average level of wages. The numbers in low-paid occupations 
like agriculture declined, while the numbers in the relatively 
well-paid mining and metal industries increased in much greater 
proportion than the increase in population; the average of 
wage rates, if no allowance is made for numbers in the different 
trades, increased between 1898 and 1913 only 10 or 11 per cent. ; 
when the average is weighted to allow for changes in numbers, 
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the increase was 18 or 19 per cent. The relative rise in the 
lowest wage rates is a change that wage legislation helped; but 
it was probably influenced also by the spread of education and 
increased mobility of labour, factors on which the opponents of 
wage legislation used to rely. The diminution in the consump- 
tion of alcoholic drink has been so great that it too has probably 
contributed to the general economic improvement. More im- 
portant is the decline in the birth-rate, which Mill and his pre- 
decessors looked to as the chief source of an improvement in 
the condition of the wage-earner. Dr. Bowley and Miss Hogg 
found that about a third of the reduction between 1913 and 
1924 in the number of families living in poverty was attributable 
to the smaller size of families and the consequent reduction in 
the needs that had to be met from a given wage. 

If there had been no change in public policy, therefore, there 
would have been some improvement in the economic condition 
of the mass of the population; and, without the co-operating 
influence of the unaided and unregulated development of industry, 
the opportunities of public policy would have been very limited. 
Yet public policy must be credited with the chief part in the 
recent improvement. The most marked improvement has been 
made in the last twelve years, in spite of war and trade depres- 
sion, when wealth per head has probably declined; and this 
improvement has taken place, because it is since the war that 
the full effect of the pre-war legislation has been felt. Public 
policy has secured for the lowest-paid industrial workers a wage 
that is reasonable in relation to the wealth of the community, 
and made provision for them in unemployment when industry 
could not pay them those wages. Public policy again has 
assisted and compelled wage-earners to make provision for the 
risks of sickness, unemployment and premature death, and has 
made direct provision for old age. Public policy again is respon- 
sible for the increased care of child-life. Without interfering 
with or abrogating the essential elements of freedom in the 
policy of laissez-faire, and without assuming the awkward and 
dangerous responsibility for fixing prices and incomes, Parliament 
has nevertheless interfered materially with the distribution of 
wealth, has done much to secure a better distribution, and has 
done more probably in the present century to solve the problem 
of poverty than any previous generation or any other country 
has been able to do. 

HENRY CLAY 


University of Manchester. 

















THEORIES OF OVER-PRODUCTION 
= 


Wuen J. B. Say maintains that an article of merchandise has 
as many possibilities of meeting an effective demand as there is 
abundance of other commodities, and that the best way of 
furthering the sale of one commodity is to produce another, he 
forgets that one commodity is not bartered against another; 
the formula runs, “‘ service—money—consumers’ goods ’’; there 
may be many a slip between the correspondence of service (goods 
produced) and goods desired. 

Any change in demand disturbs equilibrium, and this dis- 
turbance has cumulative effects. The producer whose ‘finished 
articles are rejected by the consumer ceases production; he not 
only discharges labour but refuses to buy the partially produced 
wares from his predecessor in the several stages of production, 
through which the merchandise in question has to pass in its 
progress towards the finished state; from this predecessor the 
paralysis spreads backwards through all the stages of production. 
The discharged workmen as well as their masters must retrench 
in their way of living; thus the paralysing movement spreads to 
other branches, not at all connected with the one first hit. If 
A cannot buy B’s goods before he has sold his products, because 
A’s profit can only be realised through sale, neither can B buy 
A’s goods before he has sold his own; thus the stoppage in the 
flow of income to A stops B’s income, and so on in widening 
circles. It is as in the game of “ patience,’ where I must have 
the kings before the aces; now if the cards are so distributed 
that the king of spades is covered by the ace of clubs, and the 
king of clubs by the ace of spades, the sequence is broken, and 
I must reshuffle the cards. 

But the effects are cumulative in another way: let a com- 
modity pass through three stages and the monthly sale be 
10 units; then the last producer must buy from the second one 
half-finished goods for 10 pieces, and he again from the third 
producer raw material for 10 pieces. Now the demand shifts, 
and only 8 are sold; the first producer has then 2 left, and 
believing that he will not be able to sell more than 8, he only 
buys 6 from the second producer, who in his turn then has 4 left, 
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and, judging his future sale to be only 6, buys only 2 units of 
raw material from the last producer; the latter has then 8 units 
on hand and stops altogether. 

But, it may be said, demand has shifted to another com- 
modity; it is not possible, however, to buy more than is ready; 
thus the last-stage producer of this commodity must limit 
himself to passing his orders to his predecessor in the chain; 
neither can the second man produce before his material is at 
hand, and so on. Only the producer in the first stage benefits 
at once by the increased demand for the finished article. 

The beneficent effects of the demand at one point are, there- 
fore, neither simultaneous nor strong enough to counterbalance 
the detrimental effects of the slackened demand at another point. 
If the slackening of demand is sufficient we may find a spreading 
of the paralysis in very wide circles, with the effect that 
the income of very many persons connected with the suffering 
trades has decreased without being counterbalanced by an 
increased income for other persons. From the point of view of 
the undertakers affected, who cannot sell their goods at prices 
which cover costs, we may speak of a temporary relatively general 
glut, notwithstanding that thousands of human wants are not 
satisfied and thousands of men and implements are ready to 
provide for the wants. 

In a natural society consisting of independent family cells, 
which at the same time are centres of production and of con- 
sumption, over-production is a sheer impossibility; as long as 
human wants are not fully satisfied, one must reject the idea of 
there being too much of consumers’ goods and consequently of 
producers’ goods. In a static society the same holds true: 
production has, as well in quantity as in kind, adapted itself 
to the regular demand as determined by an unalterable dis- 
tribution of the national income. In a properly regulated 
socialistic society—if this be conceivable—production would 
conform itself ‘selon les besoins.”” But in our highly com- 
plicated dynamic society, where the processes and the means of 
production are shared out among millions of individual under- 
takings, a relative but still general over-production may be 
possible. 

Believing modern society to be only an enlarged edition of 
natural society, the classical writers of our science could not 
distinguish between relative and absolute general glut. Malthus 
and Sismondi initiated an opposition against the general belief ; 
the socialistic critic of capitalistic society has, however, at least 
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had the merit of breaking asunder the belief in a parallelism 
between a complicated society and a society of barter. We must 
first give up the unorganic mechanical notion of society and 
comprehend it as a living organism before we approach the 
problem of over-production. 

Everybody knows that a relative general glut reappears 
every time credit collapses and that it is a natural and regularly 
reappearing phenomenon of deflation. Whenever demand under- 
goes a sudden and violent change, we get to a certain degree a 
paralysing of industry affecting trade as a whole, and that is so 
whether demand shifts from one kind of consumers’ goods to 
another, or to producers’ goods. 

Now we know that the psychological process of saving is 
abstinence, but the technical process is that of shifting the demand 
and production from consumers’ to producers’ goods. There is 
a difference in the effects of shifting the production on to con- 
sumers’ goods and on to producers’ goods, because the first kind 
is consumed, but the latter is productive of more goods. If we 
go on saving we augment the fund, which in its action must create 
more consumers’ goods; and then the question, at first sight 
rather a strange one, arises, whether excessive savings can create 
a state of over-production. 


II 


“Excessive saving operates through deficient demand for 
commodities to slacken the sinews of production and produce 
more capital goods than we are able to put to full productive use. 
The current distribution of income through the industry tends 
normally to evoke a rate of saving that is excessive” (vide 
Hobson). 

Mr. Hobson perceives a permanent cause for crises in the 
propertied classes’ continued savings, when this saving is not 
accompanied by a corresponding increase in the purchasing 
power at the disposal of the working man. If a class spending 
£100 millions a year, and by this expenditure maintaining a 
luxury industry, suddenly becomes virtuous and saving, the 
persons engaged in those industries at once see themselves out of 
work. After a while the employers find that it cannot pay to 
build new factories for supplying the working classes, who have 
not got a bigger income, or to erect factories for goods which 
the rich may consume, in so far as the rich direct their purchasing 
power to capital goods. After all the ultimate aim of all pro- 
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duction is consumers’ goods; to the extent that these are un- 
saleable the machinery must stop at last for want of a market. 
In so far as the workmen cannot absorb the increased production, 
to maintain equilibrium between production and consumption 
the capitalist after a spell of economy must augment his con- 
sumption at the same rate as that by which the productive 
powers of society have been increased. If he does not, there is 
a general glut. 

Mr. Hobson supplies new arguments to the theories of 
Sismondi, Rodbertus and Marx. The socialistic theory rests 
on the supposition that wages are a fixed quantity, always near 
the minimum of subsistence; and further, that labour’s pro- 
portion of the total national income is ever decreasing—the axiom 
of the ever-decreasing “quota of wages”’ (Lohnquote). This 
postulate may be right, even if we admit that wages have 
actually risen, t.e. when productivity has increased at a faster 
rate than wages. 

Marx bases his arguments on the fact of a progressive accumu- 
lation of capital due to an ever-increasing surplus value (Mehr- 
wert), appropriated by the capitalist and not entirely spent in 
consumption, but partly turned into new capital. As long as the 
organic composition of capital is unaltered, labour is not the 
worse off. Competition, however, and the individual will to 
profit compel the owners to invest their savings in a higher 
technique, characterised by a greater proportion of capital 
invested in labour-saving machinery and a smaller proportion in 
the wagesfund. Thus the reserve army of industry is augmented, 
and the man on the labour exchange keeps wages down for the 
man within the factory gate. The increase in capital accom- 
panied by an increase of “ the reserve army ”’ makes an increased 
productivity meet with a decrease in the purchasing power at the 
disposal of the majority of the people. The “ bourgeois ”’ refuses 
to buy the new consumers’ goods, and goes on saving. During 
the crises the bourgeoisie counteracts the coming glut by stopping 
the factory wheels, incidentally throwing further labour on the 
street, thereby reducing the total buying power of the community. 

Rosa Luxemburg believed the rate of technical progress to be 
quicker than capital’s natural rate of exhaustion (amortisation). 
So far the causes of crises are inherent, i.e. resting on the very 
nature of our social and technical organisation. Capital, unable 
to dispose of its products, enters upon a reckless and embittered 
competition for markets outside the region of production, and 
inaugurates the expansive industrial imperialistic capitalism. 
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III 


A Dane, Dr. Pio, wrote in 1904 a book on “‘ economic depres- 
sions,” in which he sides with Hobson and Marx. I quote his 
very lucid argumentation: An owning class spending an annual 
income of £100,000 resolves only to consume £90,000 in the 
future; to the extent that these savings yield a return, the 
income must increase from year to year; thus if the con- 
sumption remains unaltered, we behold the phenomenon of 
accumulated savings, viz. : 











Income. Savings. Consumed. 
year 6 as i 100,000 10,000 90,000 
PVE 101,000 11,000 $0,000 
oo Ne 7 102,100 12,100 90,000 
wie Tal ee 103,310 13,310 90,000 











In the first year only the kind of production need be altered ; 
there is no disturbance, provided labour can be transferred from 
production of one kind of goods to that of another. In the 
second year there must be produced goods to the value of 
£101,000 (if we take a rate of interest of 10 per cent.). The 
owners do not spend the extra £1000, but create a demand for 
£11,000 producers’ goods; the fourth year there must be pro- 
duced capital goods for £13,310, and so on. Thus we behold an 
ever-increasing complex of capital goods to produce machinery 
and other producers’ goods. “In the long run this causes an 
impossible entanglement. The productive machinery aims at 
being converted in due course into consumers’ goods; its net- 
yield is created under a continued reproduction of the outworn 
capital. 

The interval between the stages of the goods being a means of 
production and of ripening into consumers’ goods is technically 
determined and cannot be exceeded. Thus an increased complex 
of producers’ goods must, as quickly as the newly-created capital 
ripens, yield a corresponding increase in consumers’ goods. 
Already in the second year in our example there is produced and 
ready for sale a larger quantity of consumers’ goods than is 
demanded at a price which covers costs. When the new capital 
has reached the state of ripeness to cast off producers’ goods and 
the owners are continuing their course of saving, the supply of 
consumers’ goods must for technical reasons greatly surpass the 
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quantity effectively demanded, with the result of prices creeping 
below the cost of production. 

This we may call partial over-production (of consumers’ goods) 
and partial under-production (of producers’ goods), so long as 
the total income suffices to buy the whole production at a reason- 
able price. But there exists a discrepancy between the kind of 
commodities produced and those desired. This apparently logical 
account veils the real causation, that demand is distributed 
over the two species of goods, which, on account of the ripening 
process, described above, is incompatible with the technical 
requirements of production. (Cassel seems to have a similar 
explanation.) This phase will not last long, provided that falling 
prices for finished goods are transmitted to the intermediate stages 
of production, 7.e. to the producers’ goods. The reduced incomes 
of the persons connected with the production of consumers’ goods 
are paralleled by reduced incomes of the manufacturers of pro- 
ducers’ goods. The total income of the community shrinks and 
cannot now, even if directed to correspond to the actual pro- 
duction, buy those products at a price, covering costs, which were 
incurred at the earlier period’s higher price level. Over the 
whole field the owners of reduced incomes are unable to re-buy 
their own products at prices which cover costs. 

The curious system of discount, according to which products, 
maturing at a distant date, are discounted in accordance not with 
the unknown prices of that future but with the higher present 
prices, causes a fall in price of the ultimate product during the 
period of transition to reduce incomes all round: first in the 
trades immediately affected, secondly in others affiliated with 
them, and thirdly in those industries which produce articles of 
consumption for the persons employed in the first-mentioned 
trades. The reduction of income hits firstly the undertaker, who 
by a wholesale discharging of staff passes some of his losses on 
to the salaried and wage-earning classes, thus decreasing the 
total purchasing power of the community. 

Now we get the strange appearance of superfluous and unsale- 
able goods. We face a double conflict. The newly-created capital 
ripens into consumers’ goods which nobody wants, and the old 
invested capital goes on ripening into such goods; the existing 
aggregate of invested capital is not elastic enough to meet a 
changing demand and goes on yielding the consumers’ goods, 
which used to be in demand. The cumulative savings create by 
their very nature a disproportion between to-day’s investment 
and next week’s consumption. 
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Dr. Pio sums up: In so far as savings are deferred consump- 
tion—technically realised by manufacturing producers’ goods, 
which in due time by technical necessity must yield a greater 
quantity of consumers’ goods to cover the deferred consumption 
and something more (the reward of waiting)—this (deferred) 
consumption must take place, when the new means of production 
commences to yield consumers’ goods. But if we put off our 
consumption beyond this time, we have brought into existence 
superfluous commodities not in demand. An isolated individual 
could not put off his final consumption beyond the point of 
maturity; seeing the perishable goods before him, he would 
understand that consumers’ goods are to be consumed. In our 
complicated society, however, the individual does not see the 
commodities, but goes on saving through the banks. But society 
as a whole does not deal with money but with commodities, and 
is in the position of the isolated individual, in possession of the 
ripened consumers’ goods nobody can or will buy; we enter in 
the state of a general glut. 


IV 


The authors I have quoted are right in asserting, that a 
community which keeps its consumption unaltered and goes on 
putting by an increasing part of its income, must in the end see 
its production paralysed. But is such an unaltered consumption 
possible in a dynamic society, which goes on accumulating 
capital ? ‘ 

Marx’s theory is subject to two conditions: (1) that there 
are only two classes in existence, capitalists and the proletariat, 
and (2) that wages are rigidly fixed and near the minimum of 
subsistence. 

Society, however, does not consist of two classes; the tech- 
nical development favours, even necessitates, the existence of a 
daily increasing middle class of traders, clerks and professional 
men, and this class are in an increasing degree actual consumers. 

On the other hand, labour does benefit by an increase in 


capital. Most economists agree that the formula ;— indicating 


the amount of capital and the number of workers—determines 
the relative strength of the two factors; the greater C, the 
higher wages must be. Furthermore, working men do not save 
in any considerable degree. My argument is, then, that the 
accumulation of capital gives the workers a better tactical 
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position, a greater bargaining power, affecting wages; thus 
labour is able to demand a greater part of the produced goods 
than before. The rate of interest must decline, even if it is 
probable that the total amount the owner class receives in interest 
may be increased. Further, the growth of the middle class, 
whose purchasing power as a matter of fact increases in times 
of capital-accumulation, tends to absorb a part of the increased 
production of consumers’ goods. 

We cannot deny the possibility of an excessive rate of savings ; 
the old-times Puritan ironmaster did save, he loved his work, 
had not enough leisure time, was not yet socially accepted by the 
idle rich, and his moral conceptions made most expenditure a 
sin (vide Mrs. Knowles). Nowadays the rich man only saves 
when he has left no sensible way of exhausting his revenues. 
Social ambition demands reckless expenditure; most savings 
outside the rural districts are made within the limited com- 
panies, by building up secret or open reserves or creating 
substantial assets where they have started by over-capitalisation 
and watered shares: the U.S. Steel Corporation started with 
a capital of 1400 million dollars, of which the half was water; 
fourteen years after the water was pressed out and replaced by 
real values. 

We cannot judge by the figures of official statistics; when in 
Copenhagen real estate rose in price on account of the increased 
rents in the ten years after the outbreak of the war, the statis- 
ticians laid it down with glee that the national wealth had been 
increased by several hundred million crowns; and yet those 
millions were not a result of savings and abstinence, but only of 
capitalisation. From 1897 to 1914 the means of payment 
were increased from year to year, affecting the value of invested 
capital. The process of capitalisation grew at a tremendous 
pace. Add hereto that technical progress made production 
cheaper and that this cheapening of the processes did not reduce 
prices—as was the case in the last thirty years of the nineteenth 
century; the gain in the present century has been absorbed in 
the process of capitalisation. Thus the private capital which is 
really only a right to income without effort, a multiple of a free 
income, has been increased, without the real and social capital 
being proportionally augmented by saving. I repudiate the fear 
of Dr. Pio and Hobson of an excessive saving. We have not in 
our century had excessive savings, and even statistics prove this, 
if we take into consideration the rise in the price level since 1897, 
the doubling of the means of payment from 1897 to 1914, and 
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the fantastic growth of the processes of capitalisation in industry, 
when even a remote hope is capitalised; the war did devour 
capital, and we are not likely to save very much in the future; 
a world’s State debt of 250 milliard dollars, the interest of which 
goes to private expenditure, and behind which is no productive 
activity, warrants neither fear nor hope of a considerable increase 
in our capital stock. : 


V 


But still we cannot discard the socialistic theory of over- 
production, because there is some truth in it. 

At first a part of the saved-up capital goes abroad; in that 
case labour does not reap the advantages of capital accumulation 
and yet suffers from the disturbances caused by the shiftings of 
demand, which it creates. Further, the socialistic thinkers have 
only erred in not distinguishing between the effects of cumulative 
savings and those of high technique, which makes manual labour 
superfluous. Treating those two problems separately I come to 
the following conclusions. 

(1) A community owns a capital of £1 million, served by 
10,000 men. I am abstracting from the fact that capital has a 
certain organic composition according to the technique employed ; 
for instance, three-quarters of the capital may be fixed and 
one-quarter circulating. Here I must recall the assertion of 
Boehm-Bawerk, that the method of production, viz. the technique, 
must be chosen in such a way as to employ the whole capital 
and all the men. In our case this condition is fulfilled when 
you put £100 at the elbow of each man. And now we come to 
my main thesis: Any alteration in the relation between C and L— 
amount of capital and number of labourers—means transition to 
another technique. A capital of £1 per worker means a spade 
per man, £100 capital per worker does not mean 100 spades, but 
must mean a kind of machine; man has only two hands. 

I do not agree with Professor Clark, that an increase of capital 
in the hands of a given amount of labour is subject to the 
law of decreasing returns; it would be so if capital was invested 
in the same technique; if we could give a man two spades instead 
of one, he certainly would not double his output; but we are 
obliged to invest in a higher technique if we desire to increase the 
amount of capital goods to be served by one man. An altered 
relation of C to L must mean an altered organic composition of 
capital, viz. an altered technique. 
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(2) Suddenly capital is doubled ; the 10,000 men are now faced 
by £2 millions’ worth of capital; but technique remains unaltered, 
that is, the technique is still characterised by an investment of 
£100 per man. Ten thousand men can by an unaltered technique 
only serve £1 million of capital; there arises a disproportion 
between the augmented capital, seeking investment and hunting 
for labour, and the same 10,000 men, who offer themselves for 
employment. This condition is bound to give labour a lasting 
advantage. 

But to be idle to-day seems more out of the question for 
capital than for men. The rate of interest, having fallen, bids 
the owners to change over to a higher technique, to procure more 
costly machinery, which will permit one man to serve £200 worth 
of capital. Now, again, equilibrium sets in; 10,000 men, each 
serving £200 worth of machinery, give employment to £2 millions’ 
worth of capital. Wages having been raised while 20,000 machines 
at £100 were competing for the 10,000 men, may decline, but not 
necessarily to the former level. And inasmuch as £200 working 
with one man probably yields at least double the produce of 
£100 and one man, labour further benefits by lower prices in the 
ratio in which it shares in the national dividend. 

(3) Suppose now that the amount of capital is unaltered, but 
that the technique employed is changed, and that we build 
machines at £200. Then a capital of £1 million will provide us 
with only 5000 machines; the capital of £1 million is not any 
longer split up in 10,000 machines at £100, but in 5000 at £200. 
Only 5000 men can be employed; the other half is unemployed 
and causes an onslaught on wages. 

The fall in wages should make it profitable to abandon the 
higher technique and return to the older one in order to create 
an equilibrium where all men are working. The mentality of the 
modern employer, however, is against this course, he sticks to 
his technique, preferring to take advantage of the better tactical 
position in bargaining with labour and to share as a taxpayer in 
providing the unemployment dole. A higher technique, not 
accompanied by a corresponding increase of capital, means 
unemployment and lower wages, both effects detrimental to 
labour. I then concur with Professor Wicksell, that the ultimate 
result of increasing capital is beneficial to labour, but labour- 
saving inventions are not accompanied by capital accumulation ; 
the men who, in the days of Chartism, smashed machinery were 
not so unwise as it is often believed. 

In the very long run the productivity of the new technique, 
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combined with the temporary low wages, creates a surplus gain 
for the employers, who then gradually, by investing this gain, 
must reduce the reserve army of unemployed, and this goes on 
with a steady improvement of labour’s position until equilibrium 
is re-established, the necessary amount of capital having been 
created to satisfy the new technique. 

The socialistic authors are then only right if they give their 
theory of over-production this form: whenever labour-saving 
technique increases at a quicker pace than capital, labour is thrown 
on the street, its purchasing power deteriorated, at the same time 
as productivity is increased. If now the owning classes do not 
buy the consumers’ goods produced, we may for a time face a 
kind of general glut. So far as I can see, Europe has in the last 
twenty years suffered from a condition where technique is very 
much in advance of accumulation of real capital. If the owners 
restrain their expenditure to accumulate capital and technical 
evolution is hobbling behind, then wages go up and the labourers 
turn effective bidders for those commodities which the saving 
rich deny themselves. It is, however, inevitable that the shifting 
of demand from producers’ to consumers’ goods is temporarily 
accompanied by the usual disturbances. Equally it holds true, 
that if everybody was saving, consumers’ goods could not be 
sold at a price covering cost; nobody would invest in capital 
goods, and even if the banks were to go on accepting deposits 
from the saving part of the community, they would not be able 
to find borrowers so that the deposits would only serve to swell 
the cash reserves, until the point was reached where the banks 
refused deposits. I believe that these theses can be corroborated. 


VI 


The owners of capital in the United States saw in 1920 the 
export trade disorganised and were at the same time victims of 
the deflation. They turned to the old trick of trying to force 
wages down. The immigration legislation, however, had given 
at least skilled and semi-skilled labour a scarcity value; in most 
trades labour resisted the attempt to knock down wages. At 
the same time the United States had plenty of capital; the ratio 
between C and L was very favourable to labour, and the employer 
deemed it profitable to introduce a higher labour-saving technique ; 
thus equilibrium was reached between the abundance of capital 
and the scarce labour force, resulting in lower labour cost per 
unit, higher day-wages and higher productivity, and a purchasing 
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power at the disposal of labour to meet the increased production 
of consumers’ goods. It looks as if real wages in the United 
States are 50 per cent. higher than fourteen years ago. 

When two English engineers in the Secret of High Wages 
exhort the English employers to imitate their American col- 
leagues, it may be questioned whether this policy is possible in 
a Europe where the ratio between C and L is quite other than 
in the United States; we cannot put as much capital at the 
elbow of each man as the States can. 

I should like to ask, whether we can explain one of the 
greatest paradoxes which contemporary European economics 
offer: workmen are idle, machinery is idle, and the real lack of 
raw material does not impress itself upon us as it would if all 
hands were employed. It looks as if there is plenty of con- 
sumers’ goods; the well-to-do do not deny themselves very much, 
the middle class has a higher standard of living than fourteen 
years ago, and even the unemployed do not hunger. We 
maintain our standard of living. Let me now try to find the 
reason of this curious state of society. (I waive the crises of 
deflation and the broken links of international trade, which can 
only explain a temporary disturbance.) 

(1) We have spent too much capital during the war and have 
not got capital enough to employ all the men in the technique 
actually in use. If we had to employ all the men with the capital 
we actually possess, we should have to descend to a lower tech- 
nique. We take, rather, the opposite way, hence the unem- 
ployment. 

(2) But the technique actually in use makes production so 
formidably effective that even as half-timers we produce more 
consumers’ goods than the actual income can buy at a price 
which covers overhead costs. 

(3) This makes for a further retrenchment of production, to 
the extent that the unemployed and those retailers who adminis- 
ter to their wants have lost their purchasing power. 

Now remember that the earlier investments were based on a 
consumption according to the earlier division of the national 
income, and that even the new investments have been made on 
the assumption of an unaltered consumption. The owners, even 
if willing to spend the surplus which they receive on account of 
falling wages, will not purchase the (inferior) goods which the 
productive machinery goes on turning out; thus there are in 
existence goods that cannot be purchased, and the profits of the 
producers of those goods do not materialise, but become losses. 
So the paralysis spreads; nowhere is the full capacity of industry 
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utilised, nowhere are the overhead charges covered, except at 
prices which deter the consumers. 

This disproportion between the amount of capital available 
and the technique actually employed reappears in the organic 
composition of capital as it is to-day—too much of fixed, too little 
of circulating capital. 

Thus we reach the paradoxical climax: a capacity of pro- 
duction greater than our consuming power. Our technique 
ought to make man-power expensive and goods cheap. But at 
any rate under the present social organisation the opposite holds 
with more truth unless the introduction of labour-saving technique 
is accompanied by a corresponding accumulation of capital. 


VII 


For an individual trade this rule may not apply; the curve 
of demand of its product may have such a shape that a very 
small reduction in price calls in thousands of new customers, 
with the effect that the working staff of the industry is doubled 
within a few years; we do not need to go to the time-honoured 
instance, the cotton industry in the nineteenth century; the 
introduction of the linotype has, so far from making the type- 
setter idle, increased the number of men employed in that trade. 
An individual country may by introducing a higher technique 
get a chance in international competition, but to the detriment 
of workers in other countries. But if we take the state of 
Europe as a whole and her capital as an aggregate we surely 
find that the scarcity of capital, resulting from the war, is 
emphasised by its being invested in the instruments of a higher 
technique, and that, even if every country had stabilised its 
monetary system, the unemployment and comparative over- 
production would remain among us for a time. 


VIII 


Technical evolution aims at making manual labour super- 
fluous; the economists have not paid much attention to this fact, 
shelving it by a reference to an ever-increasing consuming power. 
Still, experience has proved it: hard labour is now a relatively 
rare occurrence, and the census shows an increase in those occu- 
pations not exacting hard manual effort. The last twenty years 
have witnessed such technical wonders—and there is no reason 
to believe that the rate of inventions will slacken—that it is 
admissible to predict that industry will dispense with a vast 
amount of manual labour. And inventions are materialising at 
such a rate that capital accumulation cannot keep pace. The 
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history of dying trades and methods predicts the fate of those 
men actually engaged in such trades and not able to shift over to 
other occupations. 

Some novelists imagine a state where the superfluous labour 
is gradually dying out in a world where the device of production 
is: press the button. 

But even if there is a limit to the amount of commodities 
which the plutocracy can desire, there is no limit to the amount 
of personal attendance and services we require. Roman history 
and the court of Louis le Soleil give evidence of a number of 
valets, dancers, people who provide manicure and massage, 
artists and teachers connected with a millionaire’s household, 
beyond the dream of a madman. Among his domestici, house- 
slaves, the Roman plutocrat about the time of our Lord kept 
Greek slaves, who even had the education of philosophers. The 
theatre occupies an increasing number of persons; the pro- 
fessional journalist is multiplying in numbers, and if we turn to 
the trading classes, the retailers, the agents and the clerks are 
increasing according to the formula of Malthus. If we remember 
that half the price which the ultimate consumer pays for a com- 
modity is commercial costs, putting together the cost of dis- 
tribution at all the stages through which merchandise passes 
from raw material to finished article, we understand why the 
commercial classes bear an ever-growing proportion to the 
producers. Our capacity for production outruns greatly our 
capacity for distributing the goods, and something may be said 
for the assertion, that the advantages of technical progress have 
been swallowed by the cost of an ever more complicated and 
irrational mode of distribution. 

If you ask about occupations for an increased population, I 
point out in reply that neither industry nor agriculture will give 
employment to the unborn surplus. A few decades will show us 
half of the population occupied in a third category, comprising 
persons offering personal services or connected with commerce. 
The increase in the second category (industrial) will mainly 
consist of transport workers (Mr. Stephenson calculates to-day 
two million men connected with all kinds of English transport) 
and of supervising and controlling staff. In the German dye- 
stuff and explosive industry one out of six employees hss the 
status of an official. The elimination of manual labour may have 
some political bearing on the future of the Labour Party, but this 
is outside the scope of this article. L. V. Brrex 


University of Copenhagen. 

















THE CRISIS IN THE LANCASHIRE COTTON INDUSTRY 
T 

Ow1nG to a lack of adequate statistics the Lancashire cotton 
industry is unable to determine whether the causes of the pro- 
longed crisis through which it is passing are temporary or per- 
manent, or the extent to which different sections of the industry 
are affected. What is known is that the crisis is especially acute 
among the spinners of American cotton, whose spindles represent 
about two-thirds of the total spindles of the industry. 

No authoritative figures of the production of cotton yarn in 
this country are available; in order, therefore, to compare the 
position since 1920 with the position in 1913, an estimate has had 
to be made by transforming the statistics of cotton consumed into 
statistics of yarn produced. Making certain allowances, the 
transformation has been made at the probably low ratio of 
100 : 87, and the following table, which also includes figures of the 
exports of yarn and cloth, is the result. 


UniItTED KinGpoM 


PRoDUCTION OF YARN (EsTIMATED); Exports or Cotton PIEcE 
Goops AND Exports oF YARN 








Year. Production of Exports of Cotton Piece Exports of Yarn 
Yarn Quantities. | Goods Quantities : unit, Quantities. 

(In each case | 1913 = 100.) linear yard. 

cOTR... 6. 100 100 100 
Bs 79 65 70 
EGae. 3 50 43 69 
UOg2 . « « 71 61 96 
nOees. 6 fe 64 61 69 
BORG. 6 70 65 78 
S0Z0 . «Cs 78 66 90 














1 The use of the unit used, the linear yard, is becoming unsatisfactory since 
the average width of cloth exported is increasing. This applies particularly to 
S. American markets. 


It appears from this table that the average production of yarn 
in the years 1922-25 was about 71 per cent. of the 1913 produc- 
tion; while the exports of piece goods and yarn were about 63 
per cent. and 83 per cent. respectively of the 1913 exports. 

No. 145.—voL, XXXVII. D 
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Omitting the year 1925, there appears to have been no marked 
change from the relation between home trade and export trade 
which existed in 1913.1 The figures for 1925 suggest that in 
that year the home trade became relatively more important, but 
a definite assertion cannot be made because of lack of information 
concerning stocks. Moreover, it may be that increasing quanti- 
ties of cotton yarn are being exported mixed with other materials, 
e.g. artificial silk. The relation between home and foreign trade 
is indicated in the following table in which exports of piece goods 
and yarn are expressed in terms of yarn. 


EsTIMATED PRODUCTION AND Export oF YARN FOR UNITED 
Kinepom. Muruions or Lss.* 








Veer Estimated Total Estimated Yarn Per cent. of Yarn 
: Yarn Spun. Exported. Exported. 
R013) ss ss 1,936 1,432 74 
1920 cm Aer ene 1,515 960 63 
1921 s & -& 948 679 72 
i re 1,337 981 73 
1921 . wm 971 677 70 
1922 oe = 1,368 981 72 
1923 a of 1,230 895 73 
1924 So Oe 1,352 942 70 
1925 oe ar 1,492 990 66 














* The first four lines of this table are taken from an article in The Board of 
Trade Journal (May 1923). The remainder of the table has been calculated on 
a somewhat different basis. A comparison of corresponding years shows that 
the difference in results is extremely small. 


Here it is necessary to observe that statistics of the volume 
of exports, unless accompanied by some information of average 
quality, may create a wrong impression of the real importance of 
any decline or increase. There can be little doubt that, as com- 
pared with the pre-war period, there has been an improvement 
in the quality of the exports. The average yard of cloth exported 
to-day appears to be something finer than the average yard 
exported in 1913. If no other evidence were available, the 
views of shipping merchants who have given an opinion on this 
point would be strong indication of a change. These views, 
however, may be supplemented by statistical information. The 
facts that the exports of yarn have, since 1920, become increasingly 
concentrated in the higher counts, and that, of the exports of 


1 This point is considered in more detail in a paper read before the Manchester 
Statistical Society, January 1927, published by Messrs. Heywood, Manchester. 
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piece goods, a larger proportion now consists of “ finished ” goods 
than before the war, are, perhaps, only of minor importance. 

Of greater importance is the fact that the decline in exports 
has been more than proportional to those markets in which the 
pre-war exports were of the lowest values. In the following table 
an analysis has been made of the 53 most important markets, and 
a threefold grouping has been employed according to the value 
per 1000 yards of the exports to each individual market in 1913. 
The percentage decline for each of the three groups has then been 
determined, with the following results : 


CLASSIFICATION OF FIFTY-THREE ImporRTANT Export MARKETS 
ACCORDING TO VALUE PER 1000 Yarps oF Exports In 1913, 
SHOWING PERCENTAGE DECLINE IN EACH GROUP 





Total Exports of Cotton Piece Goods in 
Linear Yardage to each Group. 
Group of Markets with 1913 (191° = 100.) 
Value per 1000 yds. 











1913. | 1922-24, 
UII ge 8) tie “ghonds Fs 100 50 
MME ae gate Xing 100 56 
Sli ana@abowe .«. .« « 100 114 





From the table it appears that the greatest percentage decline 
in exports has taken place in those markets which before the war 
were taking the cheapest goods. Consequently the result must 
be to raise the average quality and real values of the total exports. 

A different distribution of exports over the various markets 
is not, however, the only reason for an increase in real values. 
There has been, beyond this, an improvement in the quality of 
cloth demanded even in those markets to which exports have not 
declined. The average value (per 1000 yards) of exports to certain 
markets has improved because the decline in exports to those 
markets has been greater in the poorer than in the better classes 
of goods, and this increase has been almost matched in other 
markets by a general all-round increase in the quality of cloth 
demanded. This is shown in table on p. 36. 

This grading up of quality is, therefore, revealed as the 
cumulative result of several distinct factors, each or all of which 
may have operated in any individual market. 

1. Taking the total exports of cotton piece goods the decline 
has been greater in the cheaper classes of goods. 

D2 
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2. The decline in exports has been more marked in the markets 
taking cheaper classes of goods. 
3. In certain markets to which exports have declined to the 
greatest extent, the decline has been more than proportional in 
the cheaper classes of goods. 
4. In certain markets where no important decline has occurred 
the quality has improved. 
This improvement in the average quality of the exports of 


cotton goods is an important consideration. 


If the decline has 


taken place mainly in goods of poorer qualities, then that decline 


INCREASE BETWEEN 


1913 anp 1922-24 tn AVERAGE VALUE 
(PER 1000 Yarps) or Exports or Corron Pisce Goops To 
Previous THREE Groups OF MARKETS 





Groups of Markets 
with 1913 Values 


Average Value 


Average Value 


Per cent. 
Increase in 





; i 99_9 
per 1000 yds. a mm Eaa-S8. Average Value. 
£ £ 
Up to £14 . 11-75 26-20 123 
£14 to £17 . 16-00 37-40 134 
£17 and above 20-80 45-04 117 














is probably less serious, measured in term of profit and employ- 
ment, than if it had occurred in goods of higher qualities. The 
real decline in exports will, therefore, be represented more 
accurately by the changes which have taken place in values 
(allowance being made for the change in the general price level 
since 1913) than by changes in physical quantity. __ 

One method of making allowance for changes in the quality 
of cloth exported is to discover what changes of value have 
occurred in cloths which have not changed in quality. For this 
purpose several shipping merchants have supplied the prices of a 
number of comparatively important lines which were exported 
in 1913 and which were still dealt with in 1922-24 in quantity, 
and which have not appreciably changed in quality in the interim. 
The index figure so obtained is placed below alongside the changes 
in the average value of the total exports as obtained from the 
total export and total value figures recorded in the Official 
Returns.} 


1 This method has certain drawbacks which are considered in the paper 
previously mentioned. 
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AVERAGE VALUE OF CoTTON PircE GOODS EXPORTED FROM 
Unitep Kinepom. (1913 = 100) 








— Average Value of Average Value of 
; Standard Cloths. Total Exports. 
1913 100 100 
1922 200 239 
1923 202 234 
1924 215 241 














The inference to be drawn from the tables is therefore that, 
whereas the price of standard cloths for export increased 106 
per cent. between 1913 and 1922-24, the average value of total 
exports increased 138 per cent. over the same period. The total 
annual average value of exports of cotton piece goods 1922-24 
was £144,712,240, which, reduced to the 1913 value by the index 
of standard cloth prices, gives £70,200,000. Thus the following 
comparison can be made : 


Exports or CotTron Prece Goops rrom UnitEep KiIna@pom 





Mies. | Linear Yardage. Value at 1913 Levels. 











Millions. £ms. 
A OES 7,075 97-8 
1922-24 ee oe ae 4,396 70-2 
Per cent. 1922-24 of 1913... | 62 72 





This result is of considerable importance. Measured by real 
value (probably a more accurate index of profit and employment 
than yardage or weight) exports of cotton piece goods in 1922-24 
were 72 per cent. of the amount in 1913. It is impossible to 
determine whether similar changes in quality have taken place in 
the home market, but the changes in fashion suggest that here 
also there may have been a similar movement. It appears, 
therefore, that if the 1922-25 production of the Lancashire 
cotton industry were valued at 1913 prices, the percentage 
reduction in value would be appreciably less than the percentage 
reduction in the volume of output. 


II 


The significant fact about the decline in the volume of produc- 
tion and exports is that it cannot be attributed to a corresponding 
decline in the consumption of the various markets. Actually 
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consumption in the foreign markets appears to be as great now 
as it was before the war. This is less surprising when it is borne 
in mind that a large proportion of the cloth used in the world is 
still produced under domestic conditions. Especially is the 
statement true of the Far Eastern countries, which constitute 
the largest group of markets for British piece goods, and in which 
the demand has shrunk to the greatest extent. 


PERCENTAGE DISTRIBUTION OF PIECE Goops ExPorRTED 












































Groups of Markets. | 1913 1920. } 1921 1922 1923. | 1924. | 1925 
Far East 61-6 47:8 48-0 45-6 44-2 47-5 41:8 
Near East . 10-2 15:8 18-1 13-1 13-7 12:8 14-3 
South America. 9°5 11-4 7:3 8-4 11-8 10-6 12-5 
Self-governing 

Dominions 5-6 6-3 6-9 9-2 8-0 6-6 6-8 
Europe . 5-2 8-2 5-6 12-7 7-6 9-6 10-3 
Africa . . . 4-8 6-1 6-0 5-9 6-4 6-1 7-9 
United States . 0-6 2-2 1:8 2-2 4:0 3-4 1-9 
Others . : 2-5 2-2 6:3 2-9 4:3 3-4 4:5 

All 100 100 100 100 100 100 100 
Total in million yds. | 7,075 | 4,613 | 3,038 | 4,313 | 4,324 | 4,585 | 4,637 

QUANTITIES OF PrEcE Goops ExPorTED 
(1920-25 as percentage of 1913) 
Groups of Markets. 1913. 1920. | 1921. | 1922. | 1923. | 1924. | 1925. 
(000 yds.) 

Far East . . . . | 4,357,711 51 31 45 44 |} 50 44 
Near East . . . . 721,420 | 101 76 78 82 78 91 
South America. . 672,864 78 33 54 76 70 83 
Self-governing 

Dominions . . . 393,220 74 53 101 82 76 81 
Mapope . « . « 369,774 | 102 46 149 89 119 130 
IUCR cS 333,243 81 53 71 80 84 105 
United States. . . 44,415 | 230 | 126 | 218 | 387 | 360 | 199 


























“ China,” we learn from an American investigator, ‘“ is to a 
considerable extent independent of foreign piece goods. When- 
ever the price of the latter rises there is an increase of hand-loom 
weaving throughout the country to supply the demands of the 
people whose buying power is limited and a large part of whom 
are quite content to use the native cloth for their clothing.” 
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In 1922-26 about 30 per cent. of the cloth available for con- 
sumption in India was woven on hand-looms, and a further 34 
per cent. in native weaving sheds. 

Assuming that the consumption of cotton cloth has not 
diminished it follows that the reduction in the volume of exports 
of British cotton goods has been off-set in foreign markets either 
by an increase in hand-loom production or by increased activity 
of rival textile industries. Actually the following statistics 
(based upon information collected by the League of Nations) 
indicate that international trade in cotton goods is less than in 
pre-war days, and they also serve to show the extent to which 
the percentage share of the United Kingdom has diminished. 


Exports Cotton Piece Goops in Metric Tons—ANNUAL 














AVERAGES ; 

(1) (2) Per cent. 

aiid 1909-13. 1921-25. (2) of (1). 
United Kingdom . 526,837 346,000 66 
Japan... .- 10,332 2 74,374 721 
Italy 40,394 44,950 111 
Belgium . 27,326 1 23,191 3 85 
British India 7,447 13,516 182 
France and Germany . 80,576 4 59,746 74 
WA. 8 ss Ow 33,465 45,144 135 
Total . 726,377 606,921 84 

Percentage share of United 

Kingdom Ps 73 57 — 














1 1910-13. 


2 1909-11. This very much exaggerates the percentage increase between 


1909-13 and 1921-25. 
3 1922 omitted. 


4 France pre-war based on single year 1913. 


Evidently in some markets the competition of internal sources 
of supply has had a more serious effect upon British exports than 
the competition of external sources. 
shows, this external competition is sufficiently serious: the 


But, as the following table 





progress of Japan in India, China and the Dutch East Indies is 
especially striking, and, in Egypt, the growth of Italian competi- 
tion, though it is largely confined to dyed goods, is worthy of 


notice. 
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PERCENTAGE SHARE OF GREAT BRITAIN AND HER MOST IMPOR- 
TANT COMPETITORS IN TotTaL CoTToN PIECE GooDS IMPORTED 
INTO CERTAIN MARKETS 


(Percentages based upon weight) 
































India. China. | Egypt. tt east | Argentine. | Brazil. U.S.A. 

Year. 4 , % a a x a 
’ . é 23 q ‘ 4 . < 

a)e|4 4 alel/aleg}e)/4)a}4]a]4 Z 

o 5 o 5 & na oO lA | & p na p p p 5 

191 | 96} * | —| —] 86 | 7] 48| 44] © | —| —] v2 | 2 | 80] @ 

1912 97 * 55 18 90 5 46 45 * — a 69 2 78 3 

1913 97 * 50 23 89 5 45 45 * 53 27 71 3 72 4 

1921 87 10 27 57 88 8 36 32 19 a ae 69 g 50 8 

1922 92 6 32 54 85 11 36 34 17 —- — 76 9 64 9 

1923 90 7 28 59 76 17 33 33 18 50 24 73 6 81 5 

1924 89 9 30 58 69 21 33 26 25 46 28 72 9 85 6 

1925 86 13 — — 61 23 35 26 25 ae = os 83 5 


















































1 Great caution must be used with the figures for China, since the presence of Hong Kong as a great 
distributing centre renders all trade returns unsatisfactory. 
® Proportions based on values, Java and Madura only. Trade on Private Account. 
— Figures not available. 
* Proportion less than 1 per cent. 


The increasing activity of the cotton industries of U.S.A. and 
Japan is indicated by the statistics of mill consumption of cotton. 


EstrmATED Mitt ConsumMPTION oF CoTToN IN Mrmuions oF Les. 








Annual Average, Annual Average 
Couniey. 1911-13. 1920-25. 
Great Britain a 2,125 1,518 
HADEN. «se Ss 617 1,061 
U.S.A. fag ig See we 2,568 3,001 








Based on Statistics of International Federation of Master Cotton Spinners. 


This increase in competition appears to be a permanent 
change to which the British cotton industry will have to adapt 
itself. Before the war the possibility of foreign competition was 
discussed and, indeed, its actual existence bemoaned. It appears, 
however, that prior to 1914 foreign competition was net a pressing 
and urgent question. 

This conclusion is suggested by a comparison of the present 
depression in the cotton industry with the depressions which 
occurred periodically before the war. A consideration of the 
exports of cotton piece goods in the years 1888-1913 reveals the 
significant fact that abnormal changes in the proportions of 
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‘‘ oreys ’’—the cheapest class of goods—are not to be found 
concentrated in either ‘‘ boom” years or “ depression’ years. 
This is clearly brought out if the ‘‘ boom ” years—1890, ’94, ’99, 
1906, ’13—are taken as one group and the “ depression ’’ years— 
1893, ’97, 1900, ’03, ?08—are taken as another. 


CLASSIFICATION OF Exvrorts oF CoTrron PirceE Goops FROM 
Unitep Kinepom. 1888-1913. 














Grey. Finished. | Total. 
Boom years «© «© « + 6 © & 39 61 100 
Depression years . . . .. . 38 62 100 





Before the war, therefore, ignoring the secular-trend -in the 
character of exports, there was no marked tendency for the 
years of poor trade to be years when exports of grey goods were 
abnormally reduced. This fact suggests that at that time 
depressions in the Lancashire cotton export trade were not due to 
competition. If they had been due to this factor a greater pro- 
portionate reduction in the exports of coarse goods might have 
been expected, since competition would first have made itself 
felt in that section of the trade. That there was not this reduction 
is presumptive evidence that the pre-war depressions were mainly 
due to a general decline in demand which was spread fairly 
evenly over goods of all types. Since 1914 competition has 
developed to an extent and power previously unknown, and its 
effects are seen in a decline of demand for British cotton goods, 
concentrated on the coarser and cheaper types. 

It should not be assumed, however, that the competition of 
Japan, India and U.S.A. is altogether the result of the changes 
which have taken place since 1914. It is probable that some 
increase in the scope and severity of competition would have been 
witnessed even if the war had not occurred to produce the dis- 
organisation which gave rival textile industries fuller opportunities. 
The table on p. 42 indicates the growth of spindles and looms in 
India, Japan, Italy and U.S.A. in the years before and after the 


war. 

The statistics of spindles and looms may be supplemented 
by statistics of the consumption of raw cotton and of the pro- 
duction of yarn and cloth in India and Japan. 
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EstmMATED NUMBER OF SPINDLES AND Looms IN INDIA, JAPAN, 
Iraty, U.S.A.1 (1913 = 100) 























India. Japan. Italy. U.S.A. 
Year. Seen 
Spindles. | Looms. | Spindles.| Looms. | Spindles. | Spindles. |} Looms. 

1905 78 53 57 34 — 80 83 
1910 94 88 87 73 91 90 — 
1913 100 100 100 100 100 100 100 
1920 103 1o7 158 209 98 lll —_— 
1921 104 132 173 227 99 114 — 
1922 1ll 143 187 251 100 115 — 
1923 120 154 174 254 100 116 116 
1924 126 161 202 265 101 117 — 
1925 131 — 219 297 104 118 -—— 























1 Based on figures : 
India: Bombay Cotton Mill Owners’ Year Book. 
Japan Japan Cotton Spinners’ Association, Osako. 
Italy: International Federation Master Cotton Spinners. 
U.S.A. : Statistical Abstract of U.S.A. Bureau of Census. 


AVERAGE ANNUAL PRODUCTION OF YARN AND CLOTH AND 
CONSUMPTION OF CoTTON IN INDIA } 




















Cotton Production Production 
Year. Consumption, of Yarn, of Cloth, 

000’s cwts. 000’s ewts. Million lbs. 
1900-4... . 5,642 4,632 116 
1905-9 ... . 6,988 5,729 174 
ROIO-14 4 «wk 7,091 5,773 260 
1915-18 . .. . 7,441 5,948 348 
3020-25 6 2 os 7,242 (a) 5,987 404 

1 Statistics of Bombay Cotton Mill Owners’ Association. (a) 1920-24. 


AVERAGE ANNUAL PRODUCTION OF YARN AND CLOTH AND 
CONSUMPTION OF COTTON IN JAPAN ! 








Ciatiom Production Production of 
Year. Consumption in __ of Yarn Cotton Piece- 
stiltinns af the. in thousands goods in 
of bales. millions of yds. 

1905-9 . .. . 448 948 143 
1910-14... . 643 1,360 346 
M035-19 we 872 1,867 611 
1020-24 we te 950 2,032 873 














1 Statistics of Japan Cotton Spinners’ Association, Osaka. 
(a) Sub-work by spinners only. 
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From these tables it seems evident that the future of some of 
Lancashire’s markets for cotton goods was being determined before 
the war. Growth such as that in the industries of India and Japan 
was bound sooner or later to affect the position of the Lancashire 
cotton industry. While, therefore, increased competition im- 
presses as a new factor, its steady growth suggests that it is a 
permanent factor. , 


III 


During the past three years in the cotton industry prosperity 
has jostled imminent bankruptcy. The incidence of the depres- 
sion has been unevenly spread over the different sections of the 
trade. It is impossible to determine exactly how far this is due 
to the varying capacities which the sections have shown in 
adapting themselves to post-war conditions, or how far it is the 
result of more fundamental differences. Available information 
suggests two or three causes of the varying degrees of economic 
pressure upon spinners, weavers, finishers and merchants. 

The decline in the total production of yarn and cloth must 
have affected to some extent all the sections. But the fact that 
the decline in production has probably been greater by volume 
than by value suggests that its effects will have been less seriously 
felt by those sections of the trade, e.g. merchants, and other 
classes of dealers, whose returns depend more upon values and 
turnover, than upon those sections whose returns depend more 
upon volume of output. The improved average quality of pro- 
duction will, no doubt, have involved an increase in manufacturing 
costs, but it will also have involved the use of more expensive 
materials, and more expensive finishing processes. While all 
classes of goods have been affected by the decline in the volume 
of exports, ‘‘ finished” goods have fared rather better than 
“* unfinished ”’ goods. 

The ‘‘ Finishers’ ’’ combines have throughout the depression 
made much higher profits than their average profits before the 
war. Attacks have from time to time been made upon the 
combines on the ground that their prices have been unduly 
increased, but there are many difficulties in the way of estimating 
the extent to which the attacks are warranted: available statis- 
tics can only be used with caution. In some cases the basis of 
charging for finishing has changed since pre-war days; in other 
cases it is asserted that the quality of finishes has changed 
sufficiently to justify the increased prices. Moreover, it may be 
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that the increased profits of the combines are due, not so much to 
an exercise of monopoly power, as to a discreet use of financial 
resources since 1914, coupled with a more appropriate utilisation 
of available plant. Whether, when all these arguments have been 
taken into account, the combines can still be accused of unduly 
increasing their prices is one of the questions which the Balfour 
Committee, which has had evidence from all sections of the cotton 
industry, may be expected to answer. Certainly this section of 
the industry, which is peculiarly suited to the existence of com- 
bines, has effectively looked after itself. 

Turning to the production of cloth in the grey, it is apparent 
that the more than proportionate decline in the export of coarser 
cloths will have fallen heavily on those areas in Lancashire which 
before the war were engaged—either in spinning or weaving—in 
the production of these goods. Owing to a tendency to depart 
from the extreme specialisation which existed before the war, the 
geographical distribution of the depression has been somewhat 
less definitely localised, especially in weaving, than might have 
been expected. Generally the Egyptian, the fine spinning section, 
has been in a better position than the American, the medium 
and coarse spinning section. The average monthly percentage 
unemployment figures, including short time, among spinners in 
Bolton—the centre of the fine spinning section—was only five 
between 1922-25.1 

Directly comparable statistics for Oldham—the centre of the 
coarse spinning section—are not available, but in the same years 
the monthly average percentage of operative spinners ‘“‘ on the 
funds,”’ 7.e. losing more than three days’ work per week, was about 
12-5 per cent. The Secretary of the Operative Spinners’ Associa- 
tion, who provided the figures, estimates that the proportion of 
time lost by his members between 1921-25 was not far short 
of 50 per cent.2 Similar differences are to be found as one passes 
from one area to another of the weaving industry. In Blackburn, 
where the principal product is coarse dhooties, the average monthly 
percentage of looms stopped was about 21 per cent. between 1922 
and 1925,° whilst in centres such as Colne, Leigh and Preston, 


1 Figures provided by the Secretary, Operative Cotton Spinners’ Association 
for last week in each month. For 1926 it is estimated that the production of 
the Egyptian section was about 85 per cent. of its capacity and of the American 
section about 60 per cent. 

2 This estimate is based on the percentage unemployment revealed by the 
fall in members’ subscriptions. 

3 Figures provided by the Secretary, Weavers, Winders and Warpers Associa- 
tion, Blackburn. 
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where the finest goods are woven, the number of looms stopped 
throughout the depression has been insignificant. 

An exact comparison of the extent to which the weaving and 
the spinning sides of the industry have felt the depression would 
throw much light on the causes of the general decline. Nothing 
short of a general census of the industry would supply the com- 
parison; only little has been heard of the difficulties of the 
weavers, though it is known that they are considerable. This side 
of the industry consists largely of private firms or private com- 
panies and its troubles are, therefore, not much aired in public. 
Further, its organisation is not so complete as that of the spinners, 
and no systematic plan of short time has been adopted as in the 
spinning section. The piling up of prior charges, which has taken 
place in the spinning section since the post-armistice boom, may 
have had its counterpart in the weaving in the decreasing personal 
wealth of the private owners of the numerous firms. So far as the 
volume of output is concerned, the fact that exports of unwoven 
yarn have fallen to a less degree than the production of yarn 
suggests that the production of cloth has decreased to a greater 
extent than the production of yarn. 

On the other hand, certain general considerations suggest that 
the weaving section may have suffered less loss than the spinning. 
The increased use of artificial silk yarn is a partial explanation, 
since it tends to increase activity of looms while it decreases that 
of cotton spindles. The percentage of looms stopped in Black- 
burn, which town, as already noticed, must have been severely 
hit by the depression, since it is largely confined to the weaving 
of dhooties, has not, in the circumstances, been remarkably high. 








Percentage of looms 
tom stopped in Blackburn. 
BO as ite ee ar 29 
0 a A ea eS dees Te 26 
1924 FP ee em” oa eee 16 
Mae 6 elm le eS 15 








1 Figures for last Saturday in each month. Number of looms covered 
approximately 90,000. The number of stopped looms is a better index of the 
state of unemployment among weavers than unemployment statistics, since an 
adult weaver, whose normal complement of looms is four, may be—in many 
cases—operating only two or three. 


Most significant of all, the weaving industry is not burdened by 
heavy fixed interest charges. The wholesale recapitalisation and 
refloatation movement was confined almost entirely to spinning 
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companies and did not affect to any great extent weaving concerns. 
Therefore, in these concerns, margins will pass directly to profits 
instead of being swallowed up by prior charges for debentures, 
loans and bank over-drafts. 

Certainly, declared dividends show a marked difference 
between those spinning concerns which have been refloated and 
those which have not. 


DIVIDENDS OF SPINNING CoMPANIES } 











Original Co.’s. Recapitalised Co.’s. Refloated Co.’s. 
Year. | Average Average Average 
No. Dividend on | No. | Dividend on | No. | Dividend on 
of | paid-up Share| of | paid-up Share| of | paid-up Share 
Co.’s. Capital. Co.’s. Capital. Co.’s.| * Capital. 
Per cent. Per cent. Per cent. 
1921 65 13-1 33 8-4 195 2-4 
1922 65 8-95 34 6-64 202 1-3 
1923 65 4:48 36 6-12 209 0-72 
1924 65 4-70 36 5°89 214 0:79 
1925 65 13-25 35 8-66 212 2-25 
1926 65 9-6 34 wl 213 1-4 























1 Based on information contained in Annual Reviews of the Textile Trade 
published by the Oldham Chronicle. 


The argument that this table suggests is not completely con- 
clusive. Nevertheless, it lends support to the view that the present 
difficulties in the cotton industry are most acute in that part of 
the spinning section which refloated in 1919-20. Unfortunately, 
about 40 per cent. of the spindles in the industry were involved 
in either recapitalisation or refloatation, and this is a sufficiently 
large proportion to account for the widespread phenomenon of 
“‘ weak ”’ selling. The probability is that many of these refloated 
concerns must sell in order to meet fixed interest charges and 
consequently create difficulties even for those concerns which still 
retain the designation of “ original” companies. 

G. W. DanIELs 
J. JEWKES 
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A CONTRIBUTION TO THE THEORY OF TAXATION 


THE problem I propose to tackle is this: a given revenue 
is to be raised by proportionate taxes on some or all uses of income, 
the taxes on different uses being possibly at different rates; how 
should these rates be adjusted in order that the decrement of 
utility may be a minimum? I propose to neglect altogether 
questions of distribution and considerations arising from the 
differences in the marginal utility of money to different people; 
and I shall deal only with a purely competitive system with no 
foreign trade. Further I shall suppose that, in Professor Pigou’s 
terminology, private and social net products are always equal 
or have been made so by State interference not included in the 
taxation we are considering. I thus exclude the case discussed 
in Marshall’s Principles in which a bounty on increasing-return 
commodities is advisable. Nevertheless we shall find that the 
obvious solution that there should be no differentiation is entirely 
erroneous. 

The effect of taxation is to transfer income in the first place 
from individuals to the State and then, in part, back again to 
rentiers and pensioners. These transfers will slightly alter the 
demand schedules in a way depending on the incidence of the 
taxes and the manner of their expenditure. I neglect these 
alterations ; + and I also suppose that “a given revenue’”’ means 
a given money revenue, “money” being so adjusted that its 
marginal utility is constant. 

This problem was suggested to me by Professor Pigou, to 
whom I am also indebted for help and encouragement in its 
solution. 

In the first part I deal with the perfectly general utility 
function and establish a result which is valid for a sufficiently 
small revenue, and takes a peculiarly simple form if we can 
treat the revenue as an infinitesimal. I prove, in fact, that 
in raising an infinitesimal revenue by proportionate taxes on 
given commodities the taxes should be such as to diminish in 
the same proportion the production of each commodity taxed. 

In the second part I assume that the utility function is 
quadratic, which means roughly that the supply and demand 


1 The outline of a more general treatment is given in the Appendix. 
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curves are straight lines, but does not exclude the most general 
possibilities of joint supply and joint demand. With this assump- 
tion we can show that the rule given above for an infinitesimal 
revenue is valid for any revenue which can be raised at all. 

In the third part I give certain important special cases of 
these general theorems; and in part four indicate certain practical 
applications. 


Part I 


(1) I suppose there to be altogether » commodities on which 
incomes are spent and denote the quantities of them which are 
produced in a unit of time by z,, 7... 2a. Some of these 
commodities may be identical, save for the place or manner of 
their production or consumption; eg., we can regard sugar 
used in tea as a different commodity from sugar used in coffee, 
and corn grown in Norfolk as different from that grown in Suffolk. 
In order to avoid double reckoning we suppose that these com- 
modities are all either consumed or saved; e.g., we include 
household coal, but not industrial coal except in so far as an 
increase in the stock of industrial coal is a form of saving, so that 
this rate of increase can form one of our quantities x. The 


quantities 7,, xz, . . . can be measured in any convenient different 
units. 
(2) We denote by wu = F(x, ... %) the net utility of pro- 


ducing and consuming (or saving) these quantities of commodities. 
This is usually regarded as the difference of two functions, one of 
which represents the utility of consuming, the other the disutility 
of producing. But so to regard it is to make an unnecessary 
assumption of independence between consumption and pro- 
duction; to assume, for instance, that the utility of a hot bath is 
the same whether one does or does not work in a coal mine. 
This assumption we do not require to make. 

(3) If there is no taxation stable equilibrium will occur for 
values of the x’s which make wu a maximum. Let us call these 


values %,, % ... % or collectively the point P. Then at P 
we have 
ou 
i 0 ied. . ek 
92 
du = 35 oY dxda is a negative definite form. 


, 02,02: 


Suppose now taxes are levied on the different commodities 
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at the rates A,, A, ... As per unit in money whose marginal 
utility is unity. Then the new equilibrium is determined by 


OM s+. a 

im Pe hsenk SD «ow os aw @ 
In virtue of these equations we can regard the A’s as functions 

of the z’s, which vanish at P, and satisfy identically 


OAr OAs Ou 
aa Cee) oe 

Also the revenue R = 2),2;. 

We shall always suppose R to be positive, but there is no 
@ priori reason why some of the i’s should not be negative; they 
will then, of course, represent bounties. 

(4) Our first problem is this: given R, how should the 2’s 
be chosen in order that the values of the x’s given by equations (1) 
shall make uw a maximum. 


I.e., wis to be a maximum subject to JA,x, = R (where A, is om). 


We must have 


0 = du = Xda, for any values of dz, 


subject to 


0 = dR = Dade, + EEe, cs din, 


and so we have 








OK OAs 0 mt 
ra ee ~“ 
= —F— = — 6 (say) 
La x— tile 
Ox 


(5) These equations determine values of the 2’s which are 
critical for u, and it remains to discuss the possibility of a plurality 
of solutions and to determine conditions under which they give 
a true maximum. We shall show that if R is small enough 


they will have a unique solution x, 2... a, which tends to 
Zy, %... X. as R->O, and that this solution will make w a true 
maximum. 


1 £.g.,if u = u, — Uz (consumers’ utility — producers’ disutility) 


Ou _ uy Ug _ , sie ren 
s+ demand price of rth commodity — supply price = tax. 


No. 145.—vou. XXXVII. E 
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For, since du = 22 os dxdx, is negative definite at P, 





(—)* Oy Ap - -_- As) is positive at, and therefore near, P. Hence 
(24, Uses Xn) 
we can express the x’s as functions of the X’s. The equations (3) 


then become 
Ar = Ri(Ay, . . « An) (ey a 

For the denominator 22 XpXs is a negative definite form with 
d*u and so cannot vanish near P (and therefore alsod?>0). The 
Jacobian of these last equations with regard to the ’s will tend 
to 1 as # tends to 0, and they will therefore have a unique solution 
A,, . . . An which tends to 0,0 ...0as & tends to 0. Hence 
the equations (3) have a unique solution tending to P as R—0. 

We have now to consider the conditions for a maximum 
which are obtained most simply by Lagrange’s multipliers. 

If we consider u + KR 


Ou oR 

we should have aa, +K = 0 
or 14+ K— - = 0 if @hasthe meaning it has in equations (3). 

i 
aa, I 

0 

_— iio 

Then dtu = du + 7—R) 


(calculated as if the variables 2 were independent 1), and in a 
sufficiently small neighbourhood of P we shall have @ < any 


assigned positive constant and so du + ~~ aR negative 


definite with d?u. This establishes the desired result.? 
(6) Suppose now F and the A’s can be regarded as infini- 


tesimals; then putting 
Ar => ro dis 
¢ Ole 


equations (3) give us, using (2), 


1 See, e.g., de la Vallée Poussin, Cours d’ Analyse, 4th ed., t. 1, p. 149. 

* Clearly also we shall get a maximum at any point for which d?R is negative 
and @< 1; i.e.,if d*R is everywhere negative (3) will give a maximum for all values 
of @ up to 6 = 1, which gives a maximum of R. This covers the case treated in 
Part 1I and so also any case approximating to that. 
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=& ax, 

aon = — a 

= eS 7 <* 

2 =the LXU rhs =— 

3 Ol, Ons 
and their solution is evidently given by 

SS.  =—_Mnctae... @ 
vy Xe Xn 


i.e., the production of each commodity should be diminished in 
the same proportion. 

(7) It is interesting to extend these results to the case of a 
given revenue to be raised by taxing certain commodities only. 
If the utility were the sum of two functions, one of the taxed and 
the other of the untaxed commodities, it is obvious that our 
conclusions would be the same as before. But in the general 
case the question is by no means so simple. 

Let us denote the quantities of the commodities to be taxed 


by x, . . . %, and those not to be taxed by y, . . . yn. 
If »Ay= — then 4, is the tax per unit on 2,, 


and if r= i r= 0 (d’s and p’s functions of x’s and y’s), 


also as before 
OAr __ OAs Ope 7 Obs Orr x ~ 
Sa iat a ae a oe (5) 


and we have to maximise w subject to 


"rte = R, mw = 0,1 = ss" 
We have sas 
0 = du = 2)d2, 
r 
0 = dR = Dhdz, + Ebwte i diy + Ete a ie 
— sshd, + Ee de geile. < iiah 


Solving these last equations (dj = 0) for the dy’s we obtain 
dy = 2xwiltr a jeu ies Sem ce (6) 


Ou pol... 
pitty, = 0 ft} ee ee ‘ i (7) 


(The possibility of solution is guaranteed by the discriminants of 
d*u not vanishing.) 


Whee 0= 48 = Sidac{ Ne + luz 


0 /put 
where aa, + 





~ + BEu, oe * xe) 


E2 
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*, instead of equations (3) we have 


, 
= = i. 
OAs im, OAs 
Bnalze + Zar 57) 
It can be shown that these give a maximum of u with the 
same sort of limitations as equations (3) do. 
(8) And if the 4’s are infinitesimal 








hee re dey + Eetdy 
OAs é P 
~ = Dede 5 ma, + axe a) by (5), (6). 
0 0 
But Zxw7e =— ed Es XisXur by (7) 

“Oyu 0 Opu 
= Exe 5 (by symmetry since ay: = = ay: ti) 
ee OAs Oe 

So Ap sm Sitn( se ++ 2ixtr 5 =), since ta Be’ 
and so equations (3’) are satisfied by 

da, __ dn 

24 he * 


i.e., a3 before the taxes should be such as to reduce in the same 
proportion the production of each taxed commodity. 

(9) Further than this it is difficult to go without making some 
new assumption. The assumption I propose is perhaps un- 
necessarily restrictive, but it still allows scope for all possible 
first-order relations between commodities in respect of joint 
supply or joint demand, and it has the great merit of rendering 
the problem completely soluble. 

I shall assume that the utility is a non-homogenequs quadratic 
function of the 2’s, or that the 4’s are linear. This assumption 
simplifies the problem in precisely the same way as we have 
previously simplified it by supposing the taxes to be infinitesimal. 
We shall, however, make this new assumption the occasion for 
exhibiting a method of interpreting our formulae geometrically 
in a manner which makes their meaning and mutual relations 
considerably clearer. 

It is not, of course, necessary, nor would it be sensible to 
suppose the utility function quadratic for all values of the 
variables; we need only suppose it so for a certain range of 
values round the point P, such that there is no question of imposing 
taxes large enough to move the production point (values of the 








Aw 
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a’s) outside this range. If we were concerned with independent 
commodities, this assumption would mean that the taxes were 
small enough for us to treat the supply and demand curves as 
straight lines. 
Part II 

(10) Let w= constant + Lat, + LLB rstrivs, (Bre = Bor), and 
let us regard the x’s as rectangular Cartesian co-ordinates of 
points in n-dimensional space. 


The point P(%,, . . . %) is given by MS == 0, 
and at that point 


d?u = 2228, sdx,da; is a negative definite form. 
“. LLPrstrvs is a negative definite form, 


and the loci w = constant are hyper-ellipsoids with the point 
P for centre. 


Since Ar = xe = Or + 2LBrsits . . ° 2 e i. (8) 
r 8 
R a DAK oes DarUy +- LIX BrsXrXs r e e (9) 
and the loci & = constant are hyper-ellipsoids with the point 
Q, whose co-ordinates are $%,, 3%, . . . 3%, for centre. 


(The equations for Q are those for P with their first degree 
terms doubled and their constant terms unaltered.) 

Moreover, the hyper-ellipsoids w= constant, R = constant 
are all similar and similarly situated. The figure shows these 
relations for the case of two commodities only. 


x, 








kp 
0 x; 
(11) If we are to raise a revenue p we must depress production 
to some point on the hyper-ellipsoid R = p.* 
1 We can depress production to any point we please because the connection 
between the x’s and A’s is one-one. 
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To do this so as to make wu a maximum we must choose a 
point on this hyper-ellipsoid at which it touches an ellipsoid of 
the family « = constant. There will be two such points which 
will lie on the line PQ: one between Q and P making wu a 
maximum, the other between O and Q making uw a minimum. 
For the point of contact of two similar and similarly situated 
hyper-ellipsoids must lie on the line joining their centres. Since 
the maximum of wu is given by a point on OP we have as before 
that 

The taxes should be such as to diminish the production of all 
commodities in the same proportion. 

And this result is now valid not merely for an infinitesimal 
revenue but for any revenue which it is possible to raise at all. 

The maximum revenue will be obtained by diminishing the 
production of each commodity to one-half we its previous amount, 
i.e., to the point Q. 

(12) If in accordance with this rule we impose taxes reducing 


production from %,, %...%, to (l—k)%,, (l—k)%,... 
(1 — k)in. 
We get from (8) Ar = Gr al. 2(1 aa k) ZBrs¥r, 
é 
but at P Ar = 0, so that 0 = ar + 228 p%;,; 
ig 

therefore beet 1s se ed et sc wen os a 

e., the taxes should be in the fixed proportions A,:A,: 
2Anii ayia, : an independent of the revenue to be raised. 


Also R = 2) = k(1 — L)Lark,, 
= 4k(1 — k) x the maximum revenue (got by putting 
k = 4). 

(13) Since & is positive it follows from (10) that the sign of 
A, is the same as that of a,, and unless the a; are all positive some 
of the 4, will be negative, and the most expedient way of raising a 
revenue will be by placing bounties on some commodities and 
taxes on others. 

The sort of case in which this might occur is that of sugar 
and particularly sour fruits, e.g. damsons. A tax on sugar 
might reduce the consumption of damsons more than in pro- 
portion to the reduction in the total consumption of sugar and so 
require to be offset by a bounty on damsons. 

(14) We can now consider the more general problem : a given 
revenue is to be raised by means of fixed taxes py, ... pm on 
m commodities and by taxes to be chosen at discretion on the 
remainder. How should they be chosen in order that utility 
may be a maximum ? 
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We have Ay =py,...An=pm m hyperplanes (n — 1 
folds) whose intersection is a plane n — m fold which we will 
call S. S will cut the hyper-ellipsoids « = constant, R = con- 
stant in hyper-ellipsoids which are similar and similarly situated 
and whose centres are the points P’, and Q’ in which S is met by 
the m-folds through P and Q conjugate to S in u=c or R=c. 
As before the required maximum is given by the point of contact 
of two of these hyper-ellipsoids in S, which must lie upon the 
line P’Q’. 

Now the hyperplane A, = p, or = =p, is conjugate in 

1 
u = c to the diameter 
t= Xo, tz = Ls, Rae ee 
Hence S is conjugate to the m-fold 
Lmy1 = Lm, oe og Ln = Xn, 
and the co-ordinates of P’ satisfy these equations, since they lie 


on this m-fold. 
Similarly the co-ordinates of Q’ satisfy 
fn+1 = 42m+1, Sh 42n. 
And so the desired production point lying on the line P’Q’ satisfies 
Lintt _ Lt? __ __ Xn 
Lm+1  Xm42 En’ 
i.e., the whole system of taxes must be such as to reduce in the 
same proportion the production of the commodities taxed at 
discretion. 





Part III 


(15) I propose now to explain what our results reduce to in 
certain special cases. First suppose that all the commodities 
are independent and have their own supply and demand equations, 
t.e., we have for the rth commodity the demand price 


Pr = $r(27) 
and the supply price Qr = fr(ar). 
: Ar =Pr—-qa= hr( ar) — filar), 


and equations (3) become, since =) = 0, r+s, 


d 7 » scsi 





1 ree ’ XE 
{hy (%y) — fx‘ (%1)} Paha’ (%2) — fo’ (X2)} 
These equations we can express in terms of elasticities in the 
following way. 
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Suppose the tax ad valorem (reckoned on the price got by the 
producer) on the rth commodity is pr, then 
de = purge = pofel tr, 
and —dr(2e) = fla) +r = (1 + pa) fil). 
Sin —>, + br 
abr (=) — Fee} ee) Car 2) 
** feltr)  bo(atr) 


now wl a is the reciprocal of the elasticity of supply of the 














commodity reckoned positive for diminishing returns, and 


~- ne) is the reciprocal of the elasticity of demand, reckoned 
positive in the normal case. 
Hence if we denote by p, and e; the elasticities of demand and 


supply, 
pr = a(= + =), 
1 1 
or poet ay 
ec 


(valid provided the revenue is small enough, see § 5), 


For infinitesimal taxes @ is infinitesimal and 





= = = ed 
ork: T 1 (a) 
P1 €n pn 


i.e., the tax ad valorem on each commodity should be proportional 
to ‘the sum of the reciprocals of its supply and demand 
elasticities. 
(16) It is easy to see 
(1) that the same rule (12) applies if the revenue is to be 
collected off certain commodities only, which have supply 
and demand schedules independent of each other and all 
other commodities, even when the other commodities are 
not independent of one another. 
(2) The rule does not justify any bounties ; for in stable 


equilibrium, although 2 may be negative, . +5 must be 
if rT Tr 


positive. 
(3) If any one commodity is absolutely inelastic, either 
for supply or for demand, the whole of the revenue should be 
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collected off it. This is independently obvious, for taxing 
such a commodity does not diminish utility at all. If there 
are several such commodities the whole revenue should be 
collected off them, it does not matter in what proportions. 
(17) Let us next take the case in which all the commodities 


have independent demand schedules but are complete substitutes 
for supply; 7.e., with appropriate units the demand price 


= r(Xr), 
the supply price gr = f(a, + + an). 
Let us put Z2=%,-+ + an. 


We can imagine this case as that of a country in which 
all commodities are produced at constant returns by the applica- 
tion of one kind of labour only, the increase in the supply price 
arising solely from the increasing marginal disutility of labour, 
and the commodities satisfying independent needs. Then z 
will represent the amount of labour. 

Equations (3) give us 

— Ar 
Ure’ (ar) — 2f'(z) 

Or if u, represents the tax ad valorem and p, the elasticity of 
demand for the rth commodity and e« the elasticity of supply of 
things in general, we get, by a similar process to. that of § 15, 








1 1 
(~ + 2)9 
e= a . . . * ’ (13) 
; as. 
Pr 
If the taxes are infinitesimal we have 
|: ae Sa, 
yy" = wh. «» « «i 
pr € 


In this case we see that if the supply of labour is fixed (abso- 
lutely inelastic, «> 0) the taxes should be at the same ad valorem 
rate on all commodities. 

(19) If some commodities only are to be taxed it is easier to 
work from the result proved in § 8 for an infinitesimal revenue, 
that the production of the commodities taxed should be diminished 
in the same ratio. 

Suppose, then, x,,...%m are to be taxed, 241... Xn 


untaxed. 
Let dx, = kz, alte day, = — kam. 
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Let 2 =a, +%+...+4m 
2” = Sma +... + on. 


Ay = $4(% + dx,) — 2f(z + dz) 
= $,'(%,)dx, — f’(z)dz. 








=. oe... _k _& 
i= pi od Te Pn >= pm ’ 
now dz = dz’ + dz” = — kz’ + dz”, 
also o=— Amy aie dz 
Pm+1%m+1 €z 
dims: _ ms __ din seal dz -— kz’ 
Pm4+1%m+1 Pm+2%m+2  PnXn €% 2" prkr eZ + 2" pritr 
x m+1 m+1 
mon, 





1 1 
fy = X(-- + a x Soa) ete. 
1 m+1 


As before we see that of two commodities that should be 
taxed most which has the least elasticity of demand, but that if 
the supply of labour is absolutely inelastic all the commodities 
should be taxed equally. 


Part IV 


(20) We come now to applications of our theory; these cannot 
be made at all exactly without data which I, at any rate, do not 
possess. The simplest result is the one which we have proved 
in the general case for an infinitesimal revenue (§ 8); this means 
that it is approximately true for small revenues, and that the 
approximation approaches perfection as the revenue approaches 
zero. It is thus logically similar to the theorem that the period 
of oscillation of a pendulum is independent of the amplitude. 
We have also extended the result to any revenue which does not 
take the production point outside a region in which the utility 
may be taken to be quadratic, 7.e., the supply and demand 
schedules linear. 

The sort of cases in which our theory may be useful are the 
following : 

(21) (a) If a commodity is produced by several different 
methods or in several different places between which there is no 
mobility of resources, it is shown that it will be advantageous to 
discriminate between them and tax most the source of supply 
which is least elastic. For this will be necessary if we are to 
maintain unchanged the proportion of production between the 
two sources (result analogous to §19 with supply and demand 
interchanged). 





~ C3 eS 


ee a ae oe 
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(b) If several commodities which are independent for demand 
require precisely the same resources for their production, that 
should be taxed most for which the elasticity of demand is least 
(§ 19). 

(c) In taxing commodities which are rivals for demand, like 
wine, beer and spirits, or complementary like tea and sugar, 
the rule to be observed is that the taxes should be such as to 
leave unaltered the proportions in which they are consumed 
(§ 14). Whether the present taxes satisfy this criterion I do not 
know. 

(d) In the case of the motor taxes we must separate off so 
much of the taxation as is offset by damage to the roads. This 
part should be so far as possible equal to the damage done. 
The remainder is a genuine tax and should be distributed 
according to our theory; that is to say, it should be placed 
partly on petrol and partly on motor-cars, so as to preserve 
unchanged the proportion between their consumption, and should 
be distributed between Fords and Morrises, so as to reduce their 
output in the same ratio. The present system fails in both these 
respects. 

(22) (e) Another possible application of our theory is to the 
question of exempting savings from income-tax.1 We may con- 
sider two uses of income only, saving and spending, and sup- 
posing them independent we may use the result (13) in § 17. 
We must suppose the taxes imposed only for a very short time 2 
and that they raise no expectation of similar taxation in the 
future; since otherwise we.require a mathematical theory con- 
siderably more difficult than anything in this paper. 

On these assumptions, since the amount of saving in the very 
short time cannot be sufficient to alter appreciably the marginal 
utility of capital, the elasticity of demand for saving will be 
infinite, and we have 

Ba ae "0 
py (tax on spending) = 1. 


Win 
P1 


pf, (tax on saving) = +6, 


and we see that income-tax should be partially but not wholly 
remitted on savings. The case for remission would, however, 


1 No account is taken of graduation in this. 
2 Strictly, we consider the limit as this time tends to zero, 
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be strengthened enormously by taking into account the expecta- 
tion of taxation in the future. 

(23) It should be emphasized in conclusion that the results 
about “‘ infinitesimal ” taxes can only claim to be approximately 
true for small taxes, how small depending on data which are not 
obtainable. It is perfectly possible that a tax of 500% on whisky 
could for the present purpose be regarded as small. The unknown 
factors are the curvatures of the supply and demand curves; if 
these are zero our results will be true for any revenue whatever, 
but the greater the curvatures the narrower the range of “‘ small” 
taxes. 

On the other hand, the more complicated results contained 
in equations (3), (3’), (11), (13) may well be valid under still 
wider conditions. But these are, in the general case, too com- 
plicated to be worth setting down in the absence of practical 
data to compare with them. 


APPENDIX 


We can also say something about the more general problem 
in which the State wishes to raise a revenue for two purposes; 
first, as before, a fixed money revenue, R,, which is transferred 
to rentiers or otherwise without effect on the demand schedules ; 
and secondly, an additional revenue, R,, sufficient to purchase 
fixed quantities, a, d,. . . du of each commodity. 

Let us denote by pr, qr, as before, the demand and supply 
prices of the rth commodity, and the tax on it by 4. Then if 
x, is the amount of the rth commodity consumed by the public 
(or by the State out of R,), x + a, is the amount produced, and 
we have 


re) 
“25 = A, = a pr(2, Lor + 2 +5 Xn) ray Qr(Xy + 3, Xs + Ag, « » +) Xn + Gn), 


R, he R, = Arr; R, = LArGr ; 
so that wu is to be a maximum subject to 
LAr — LArqr = R, = constant, 








whence 
i, 
= = 6 
Ze oe Las Og: 
OXLr 8 “Oly 
Ar : ‘ 
or <= = 6, which replace equations (3). 


gs 
a(a + %s)a ax Teh 
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Although these equations do not give such simple results as 
we previously obtained for an infinitesimal revenue or a quadratic 
utility function, in the cases considered in § 15 and § 17 they lead 
us again to the equations (11) and (13). 

For, taking the case of §15, in which the commodities are 
independent both for demand and supply, and, as before, denoting 
by pr the rate of tax ad valorem on the rth commodity and by 
pr, €r its elasticities of demand and supply for the amounts 2,, 
Xr + dr respectively consumed and produced by the public, we 
have 








f = = 6 
t+ Gr dq, _ Xr dpe 
Yr A(xXr i Gy) qr dx, 
Lr at 
or T a cc 0 
€r Pr 
1 *\9 
whence p, =, which is equation (11) again. And we 
Same 
Pr 


can similarly derive equation (13) from the assumption of inde- 


pendence for demand and equivalence for supply. 
F. P. Ramsey 








THE PAN-EUROPEAN MOVEMENT 


Europdische Zollunion : Beitrége zu Problem und Lésung. Edited 
by Dr. Hanns Herman. (Berlin: Verlag von Reimar 
Hobbing. 1926. Pp. 278.) 


Die Vereingten Staaten von Europa. By WiAptmirn WoytTInsky. 
(Berlin: J. N. W. Dietz Nachfolger, 1926. Pp. 186. 4m.) 


VisitInc Germany in the autumn of 1921, for the purpose 
of forming independent opinions of the existing condition of 
things and of the outlook there, and incidentally of commending 
to the German official, industrial and banking world the idea of 
throwing down all customs barriers, at a time so peculiarly 
favourable, in virtue of reciprocal agreements with other European 
countries, it was a pleasant surprise to find the latter suggestion 
welcomed not only by leading representatives of the economic 
world, but in Government circles. The late Herr Walther 
Rathenau, then Minister for Economic Policy, in particular 
assured me that he was quite ready for a new departure on 
the lines indicated. On returning home I made known in a 
leading daily journal this unlooked-for change of attitude, and 
also communicated it to the head of the Government. As a 
matter of course nothing was done on our part to meet overtures 
apparently so promising. Why should leaders of opinion in 
this country trouble about what is being thought and said in 
other countries? What are such leaders for except to follow 
public movements—always at a safe distance? The, question 
whether timely response would have checked the later wide- 
spread orgy of high-protectionism is, of course, a debatable 
one. The fact remains, however, that continental countries 
are to-day more tariff-bound than ever before, while we have 
retaliated, not unraturally, by adopting, and in part acting 
upon, the principle, “ Buy only British.” 

Nevertheless, the simultaneous appearance in Berlin of the 
books named above is a sign that a current of opinion favourable 
to freer commercial intercourse is steadily running in Germany, 
though it is probable that its source is as much political as 
economic. The idea of a Central European Customs Union goes 
back in that country for the greater part of a century. It had 
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been an article of the Pan-Germanist creed long before Dr. 
Friedrich Naumann, spurred by the London Resolutions, gave 
to it more definite form during the Great War. To-day Germany 
is “speaking European” to some purpose, for the Customs 
Union desired by many of her ideologists, and more generally 
by the peace party, is one which shall embrace the entire 
Continent. That is the idea underlying the Pan-European 
movement inaugurated largely under the influence of Count 
R. N. Coudenhove-Kalergi. whose first meeting was held in 
Vienna early in October and was attended by delegates from 
almost every country in Europe. 

The two books before me approach this subject from different 
standpoints. The larger one, Huropdische Zollunion (“ E.Z.U.’’), 
is a collaboration by some twenty contributors of recognised 
authority as political economists, politicians or social reformers. 
Its object is less propagandist than expository, and the editor 
is fairly justified in his claim that the general treatment of this 
highly controversial problem here offered is ‘‘ objectively critical,” 
though the writers favourable to the idea of a European Customs 
Union naturally make the most of their case, and the special 
interests of Germany are throughout kept well in the foreground. 
Among the more constructive contributions are those of Dr. 
Theodor Heuss on “ The Influence of War and Peace on the 
European Problem,” Dr. Heinrich Schnee on ‘“ The European 
Customs Union and German Economic Foreign Policy,” Economic 
Councillor Max Cohen on “ Protective Duties and Free Trade 
inside and outside a European Customs Union,” Dr. August 
Miiller on ‘‘ The European Customs Union as a Social Demand,” 
and Herr Richard Riedl on “ Possible Ways to a European 
Economic Partnership’; while the negative or severely critical 
standpoint is taken by Dr. Franz Eulenburg (“ Against the Idea 
of a European Customs Union ”’), Dr. Alfred Weber (‘‘ Europe 
as a Centre of World Industry and the Idea of the Customs 
Union ”’), and Dr. Gustav Stolper (“‘ State—Nation—Economy ”’). 

In judging the prospects of a project so ambitious as this it 
is of far greater importance to take full account of the difficulties 
and objections which will have to be faced than to emphasise 
merits and advantages. Adopting this attitude, Dr. Stolper, 
in a thoughtful and searching paper, candidly faces the root 
difficulty, setting out from the postulate that a Union of the 
kind purposed involves certain far-going presuppositions affecting 
high State policy; for, far from being a mere measure of mercan- 
tile policy, it will intimately affect the entire political structure 
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of Europe. He reminds the advocates of E.Z.U. that what they 
really propose—whether they know it or not—is the radical 
transformation, and even abandonment, of the modern concep- 
tion of the State, the deliberate weakening of the nexus of 
nationality, and the conversion of the existing autonomous 
political territories of Europe into provinces of a sort of super- 
State, or at best of a federation in which their identity, inde- 
pendence, and economic liberty will be in large degree lost. He 
bids them remember, therefore, that however strongly economic 
considerations may seem to speak for customs unity, the scheme 
will stand or fall by the test not of economic but of political 
arguments. He also wisely warns impatient Pan-Europeans 
that the frequent appeals to the example of the United States 
of America are appeals to a false analogy, and that the con- 
clusions drawn therefrom can hardly fail to obscure counsel and 
be misleading. Altogether this chapter is an excellent piece 
of common sense, though, as is the way with all reasoning from 
fact as opposed to sentiment, it will come as a cold douche to 
the dreamy phantasist, whose spiritual home is amongst the 
clouds. 

It might seem, indeed, that no time could be less favourable 
to such a scheme than the present, seeing that, as a consequence 
of the Great War and the resulting territorial readjustments, 
the tide of national feeling and passion runs more strongly, both 
in old and new States, than ever before within living memory; 
while, as so often after past great military convulsions justified 
in the name of liberty, liberal ideas in most countries are for 
the moment under a shadow. As an illustration of the tremend- 
ous upheaval which the creation of a European Customs Union 
would involve, let the reader take this one fact, or accept it as 
such on the authority of Dr. Arthur Blaustein, who winds up 
the volume with a useful collection of pertinent statistics. Before 
the war there were in Europe 26 States, and now there are 35; 
there were 26 customs areas against 38 to-day, and the 13 cur- 
rencies have become 27. To convert diversity so great into any 
sort of unity would be a superhuman task, and the superman, 
God be thanked, is as dead as the dodo. Nor is it certain that 
with the introduction of the E.Z.U. the communities affected 
would benefit materially to the extent that some writers predict. 
While such a union would introduce free trade within the pre- 
scribed customs area, the effect both for the home market and 
the outer world would simply be that a multiplicity of fiscal 
barriers would be replaced by a vast, far-spreading circle of 
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ramparts, possibly far more formidable than any that exist at 
the present time. Nevertheless, such is the faith which the 
E.Z.U. idea inspires, that one of the chapters of this book elabor- 
ates a complete system of taxation to apply to Europe as so 
reconstituted, while another explains how the coinage and the 
existing transport system—land, river, and sea—are to be unified. 

A further fact which is bound to hold back the Pan-European 
movement as applied to economic policy is the conflict of opinion 
which prevails as to what should be the extent of the proposed 
amalgamation. Should it comprehend the whole of Europe, or 
should Great Britain and Russia be left outside? Several of the 
writers of this book, like Count Coudenhove-Kalergi himself, 
adopt the latter view, though it is fair to add that the proposed 
exclusion of this country is due not to hostile feeling, but to 
recognition of the obvious impossibility of separating Great 
Britain from the vast extra-European Empire of which she is 
the centre. Nevertheless, even those who favour a combination 
from which this country would be excluded appear to be pain- 
fully conscious of the difficulties which a policy of exclusion 
would entail. No writer makes this fact clearer than Dr. Franz 
Eulenburg, who points to Europe’s far-going economic depend- 
ence upon tropical and other territories under British rule, and 
to the fact that exclusion would inevitably strengthen the pro- 
tectionist movement both in Great Britain and the Dominions, 
and lead and even compel the Empire to close its doors more 
than ever to the rest of the world. He even regards as a hollow 
pretence the plea that a purely continental block ‘“ would not 
be aimed against England.” Whether aimed deliberately or 
not, he says, England would be its principal victim, seeing that 
about a third of her import and export trade is done with conti- 
nental Europe. Dr. Eulenburg is no doubt right, though there 
is the less need to press the objection against the exclusion of 
Great Britain from any possible European Customs Union, 
since she is no more likely to wish for admission than Holland, 
Scandinavia, Switzerland, or (in all probability) Germany her- 
self. It is even probable, as Dr. von Koerner points out in his 
chapter on the territorial aspect of the question, that the same 
Imperial considerations which would keep Great Britain out 
would apply equally to France, if, indeed, not more so, in view 
of the fact that the French colonies, as provinces, form in fiscal 
matters an integral part of the mother country. 

It will be seen that Huropdische Zollunion is an extremely 
interesting piece of work, in which many clever hands have 
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co-operated, though most English readers will be disposed to 
class the E.Z.U. with those notions of which the late Eugen 
Richter, that gallant defender of losing causes in Germany— 
the last of the die-hard individualists and “‘ Manchester men ”— 
used to speak as “ music of the future.’ Still, however far out 
of reach or even sight this all-embracing fiscal union may be, it 
does one good in these dull days to spend an hour or two with 
courageously speculative writers who are not afraid of taking 
long views. 

The volume which is here associated with Dr. Heiman’s 
symposium may be dealt with more briefly. Die Vereingten 
Staaten von Europa is one man’s work, and it puts forward the 
Socialist case for the formation of a European Customs Union, 
not as an end in itself, but as a first step towards the constitution 
of a political complex to be called the ‘‘ United States of Europe.” 
It is a forcible call to ‘‘ the democracies of Europe ”—democracy 
here meaning the Labour party—to use while they may the 
opportunity now afforded by conditions of relative tranquillity 
for creating such an international status as will conciliate antagon- 
isms and so prevent future armed strife. The writer recognises 
that solemn treaties and protocols, obligatory courts of arbitra- 
tion, and reciprocal disarmament conventions will alone be 
unable to effect this end, and that relief must be sought in the 
drastic removal of the economic causes which have provoked 
most of the wars of the past. “‘ The true guarantee of peace,” 
he says, “lies in the economic union of the nations.” Accord- 
ingly he not only wants a European Customs Union which shall 
comprise Great Britain and the whole of her dominions, but he 
wants it now: his motto is “ Pan-Europe in our day.” So 
urgent is the need, that Woytinsky has worked out a scheme 
of federation complete in every detail, and only wanting the 
button to be pressed in order to prompt its operation. This 
scheme, we are asked to believe, will not fail to assure to our 
cantankerous old Continent universal harmony and settled peace. 

Woytinsky differs from Coudenhove and many other Pan- 
Europeans in that he would take in both Great Britain, with all 
her territories, and Russia, and even more fundamentally in 
regarding a European Customs Union as only a first step to 
political federation, and that in turn as a step towards universal 
free trade. Europe, he holds, is already over-populated, and 
no longer able to feed itself, so that access to outside markets, 
for the exchange of its manufactured goods for corn and raw 
materials, is increasingly imperative. His ideal, therefore, is 
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the formal pooling of the whole world’s economic resources, 
presumably on the Socialistic principle of each State according 
to its needs. 

It is impossible to criticise unkindly a book like this, since its 
author means so well and is in such deadly earnest. Yet a little 
less nagging at “ capitalism,” “‘ capitalistic economy,” and “ the 
ruling classes” might have made its pages more acceptable to 
readers who, though not Socialists, are deeply concerned about 
the world’s happiness and peace, and the right methods of pro- 
moting these great blessings. Woytinsky is conscious that his 
scheme will encounter opposition, but he refuses to recognise 
any insuperable difficulties; and the confidence with which he 
punctuates his text with phrases like “It is quite indubitable ” 
(when it is just the reverse), ‘‘ There can be no question ” (when 
nearly everything is questionable), and “ No special difficulties 
exist ” (when the number of them is legion) is singularly refresh- 
ing, though far from convincing. It is true that in one place he 
concedes that “‘ one must be clear at the beginning that the way 
to European unity will be long and difficult” (this admission, 
by the way, comes almost on the last of his 186 pages), yet it is 
equally clear that he himself has no doubts or misgivings. He 
is the more dogmatical since, having no further use for a “ capital- 
istic ”’ society, he addresses himself ostentatiously to his fellow- 
Socialists of the active Labour Movement, being convinced that 
they will best appreciate and most readily accept his ideas, which 
is likely enough. 

Woytinsky’s great defect.is his doctrinairism. He falls into 
the common error of social enthusiasts in that he mistakes visions 
for realities, and supposes that all that is necessary to the realisa- 
tion of vast projects of social regeneration is to formulate attrac- 
tive and theoretically perfect plans and invite the world to 
accept them. But in social reform, as in architecture, the great 
test of practicability lies not in the designing but the building. 

One feature of the book deserves warm commendation. It 
is the large mass of statistical tables and other data here assembled, 
for these present a systematised conspectus of the economic life 
and commercial relations of the entire civilised world, and their 
collection and arrangement must have entailed an enormous 
amount of labour. 

Witu1amM Harsutt Dawson 
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RURAL SCOTLAND DURING THE WAR 


Rural Scotland during the War. By Davip T. Jonszs, C.B.E., 
JosePH F. Duncan, H. M. Conacuer, and W. R. Scort. 
With an Appendix by J. P. Day and an Introduction by 
W. RB. Scott. (Economic and Social History of the World 
War, British Series. Oxford University Press. 1926. 
12s. 6d.) 


TuE difficulties confronting the editor of a work like Rural 
Scotland during the War are almost awe-inspiring. Agriculture 
is far from being a single, homogeneous industry, and Scotland 
is far from being, agriculturally speaking, one single country. 
Professor W. R. Scott is certainly to be congratulated on the 
success with which he has partly laid on one side the difficulties 
and partly surmounted them. Contributions are made on aspects 
of agriculture by Professor Scott, Mr. H. M. Conacher and Mr. 
J. F. Duncan, on Fisheries by Mr. D. T. Jones, and (in Appendix) 
on the Jute industry by Professor J. P. Day. They are all 
eminently qualified to deal with their subjects. 

The book will certainly appear incomplete as a work of 
reference on war conditions, but it contains a good picture of 
the normal conditions of agriculture. It is possible that the 
most value will be got from the outlines of rural life as it was 
in pre-war days and as it now is (remarkably little changed by 
the upheavals of the period of the war). There is no compre- 
hensive study of Scottish agriculture in the twentieth century, 
and Rural Scotland during the War will provide a useful sketch 
until some such work is forthcoming. Lack of space undoubtedly 
accounts for the fact that the work is provokingly only an outline. 
One feels that a little more detail concerning war-time market 
conditions and the work of the Agricultural Committees would 
have done more to meet the purpose of the ‘“‘ Economic and 
Social History of the World War Series.’’ More discussion, too, 
of permanent effects of war conditions on the organisation of 
agriculture would have been useful. In several ways, both 
Professor Scott and Mr. Conacher hint that there have been no 
permanent influences worthy of note. Surely this fact in itself, 
if true, is worth some discussion. An industry which it was 
always thought only lacked capital and stimulus to make it 
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advance by leaps and bounds ought to have got that new life 
from war conditions. Many economic problems of agriculture 
would have raised themselves in the course of discussion on this 
point. 

The second chapter of the Introduction (after the first few 
paragraphs) will be read as a unique and delightful sidelight on 
war. Professor Scott refers chiefly to that very large part of 
Scotland beyond the Caledonian Canal, unknown even to Low- 
land Scots except as a sight-seeing and sporting territory. With 
a few strokes of the essayist’s rather than the economist’s pen, 
he gives us a glimpse of Highland life. “ One remembers very 
vividly,’ he says, “‘ the picture of local conditions presented by 
a fine old Highlander who lived at Coiagh in Ross-shire. .. . 
This old man was one of those who thought in Gaelic and who 
expressed himself in English in the sonorous language of the 
Authorised Version of the Bible. One realised the isolation of 
the people when he spoke of the small village of Ullapool as a 
‘ great city,’ and it had marked the extent of his wanderings to 
what town-dwellers would be inclined to call civilisation—to him, 
in his picturesque imagery, it was as the ‘land of Goshen.’ He 
described the war as the time ‘when the mantle of darkness had 
descended on the land,’ and it turned out that this was not mere 
poetic simile but a literal description of what had happened in his 
township, since all through the previous winter the people had 
had no artificial light owing to there having been no calls by 
steamers to land oil” (pp. 18, 19). Or again: “In the early 
winter of 1914, reservists were joining one of the Highland 
regiments. The men trickled in at most of the stations in 
Caithness, and they became more numerous as the train entered 
Sutherlandshire. As the short winter day closed in, snow began 
to fall; and as the train wound through the valleys, all the 
houses were lit up, and the people stood at their doors waving 
torches and chanting a high-pitched battle song. Except for the 
railway, nothing was changed. It was thus all through the ages 
that the clans had mustered, and it was thus that the women, 
the grandfathers, and the children had sent their men to war.” 
There are many glimpses of the silent, remote suffering of the 
Highlands which lends great contrast to the feverish excitement 
of the cities during these years. 

In the contribution on Scottish Land Settlement, the reader 
has to deal with Dr. Scott, economist again, minutely analysing 
the problem of the crofting areas and small-holding administra- 
tion, weighing every pro and con, never ignoring the influence 
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of emotion and sentiment, no matter how blindly these may 
defy economic reasoning. Highland land settlement is no mere 
academic problem, any more than the crofter’s “ land-hunger ” 
is a mere literary phrase. The situation demanded attention 
even before 1884, but on that date a Commission reported on 
the Highlands and Islands. The scheduled congested counties 
have been under special administration ever since, first by Com- 
missioners until 1897; then by the congested Districts Board 
until 1911, when the Scottish Board of Agriculture and the Land 
Court (both constituted by the Land Settlement Act of 1911) 
took over administration between them. The Board and the 
Land Court, it should be noted, covered in their administration, 
not the congested counties alone, but the whole of Scotland. 
The Board has not been able to meet, even half-way, the 
demand for holdings. ‘‘ By the end of the first nine months of 
its existence, namely, by December 31, 1912, the Board had 
received 5,352 applications for enlargements of existing holdings 
and for new holdings.” The following table, made up from 
Professor Scott’s figures, shows the situation in the briefest 
form. 


TABLE I 
Number of Applications for New or Enlarged Holdings 











Year. | Highland Counties. | Other Counties. Total. 
1912 4,692 660 5,352 
1921 Civilian 4,253 2,392 6,645 

Ex-gorvice 37714} 7-967 2°40 +4792 e114} 12,759 





By the end of 1923, only 2,275 new holdings had been made 
available, which shows that after eleven years there had not 
been as many holdings created as would satisfy even the first 
year’s demand. The situation gives rise to much criticism of the 
Board. Professor Scott discusses their administrative difficulties 
fully, ex-service complications, dearer materials, and, most difficult 
of all, dearer capital. 

It is Mr. H. M. Conacher’s arduous task to cover in less than 
sixty pages (exclusive of appendices) the whole area of food 
production in war-time, combining with it a sketch of pre-war 
agricultural organisation in Scotland and a review of war influences 
down to 1923. Apart from the multitude of varying conditions 
and systems of farming in Scotland, which make a general out- 
line difficult, it is impossible, owing to the very many respects 
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in which Scotland differs from England administratively, to leave 
much to be inferred from Sir Thomas Middleton’s Food Production 
in War. Mr. Conacher points out that Scotland was less radically 
upset by war needs than was England. The reasons for this 
are interesting. When more land was required to be brought 
under the plough, the standard set was a ratio of arable cultiva- 
tion in 1888. Scotland had declined in arable cultivation only 
10 per cent. from 1888, whereas England had declined 25 per 
cent. Scotland did not grow any more cereals or roots during 
this period, but, instead of laying down grass to permanent 
pasture, the farmers of Scotland kept more land under temporary 
or rotation grass. This proved a more flexible method, because 
there is much less loss involved in breaking up several acres of 
rotation grass a year or two years before it is exhausted than 
there is in breaking up a well-sown field of permanent pasture. 
The advantage of the more flexible system was gained by the 
Scottish farmers during the war and after. A second reasen lay 
in the fact that Scottish fat stock farmers deal, as a rule, in the 
best English market. That market is to a very large extent 
independent of foreign competition, and therefore that trade was 
only indirectly influenced by the virtual elimination of foreign 
competition during the war. The dairy herds of the west and 
south-west, being mostly Ayrshires, were never in any great 
danger of being sacrificed to the soaring meat market, because, 
as a breed, they fatten very poorly. A further fact in Scotland’s 
favour lay in the handling of the labour shortage. Scotland had 
been experiencing a considerable shortage even before the war. 
Wages were always higher, too, than in England. The farmers, 
therefore, had learned, by experience, to make the very best use 
of scarce and comparatively dear labour. 

Whether or not the farmers of Scotland, for these among 
other reasons, were less disorganised by the war, Mr. Conacher 
does not seem to think that many permanent changes in the 
organisation of agriculture have resulted from the war, that he 
agrees to some extent with Professor Scott’s implication that 
“war economy of all kinds is not permanent,” is clear from the 
statement that “‘ one may be well disposed to doubt whether the 
war has made any great difference to the future of Scottish 
agriculture.” 

There is no indication of permanent adjustments in the pro- 
duction or sale of meat or wool, or in the production of milk. 
With regard to the sale of milk, while nothing has resulted from 
the war like the great expansion of the United Dairies in the 
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London area, yet there has been some movement towards co- 
ordination, in the way of larger wholesale organisations, some 
of them farmers’ co-operatives and some of them branches of 
Industrial Co-operative Societies. The latter have attained so 
much importance in the Glasgow and West of Scotland area in 
recent years that the reviewer has heard it suggested that they 
control two-thirds of the milk trade. The chief effects of this 
movement on the dairy farmers are the collective bargaining to 
fix the periodic milk prices, and the more suitable collection of 
milk from the farms. The hours of labour on the dairy farms 
have been changed for the better on the latter account. 

One striking statement by Mr. Conacher provokes thought. 
“ The likelihood of new departures and experiments being made 
in the near future is lessened by the fact that for some time 
to come it will be difficult for new men to come into farming. 
The high prices of stock and equipment have given the men in 
possession a great pull—and in Scotland the farmer has always 
had to be a man with considerable capital. This enthronement 
of the existing farmer—who is often a pluralist farmer—on the 
land will only be made firmer by the purchase of holdings by the 
tenant occupiers such as has become common in the last fev 
years.” There will most certainly be a difference of opinion c : 
the point whether this is a menace or not. Men with capital and 
organising ability will not be debarred from entering the industry, 
and if they lack the necessary knowledge, that can be hired. 
Clissold may yet turn to agriculture. The situation, however, 
closes the industry to two classes who might bring new virility 
to it, namely, the capable farm servant and the scientifically 
trained youth with practical knowledge, such as our agricultural 
colleges are turning out and can find no use for. 

Mr. J. F. Duncan’s contribution to the volume is interesting 
chiefly for, first, the brief but illuminating sketch of farm servants’ 
conditions in normal times, and, second, for the way in which 
his story emphasises the difference of outlook between the Scottish 
farm servant and the English labourer. The Scottish farm 
workers, as both Mr. Conacher and Mr. Duncan emphasise, are 
skilled workmen, whose wages are not normally much out of 
alignment with town worker’s wages; who take a pride in 
their work, and who can usually be given a large amount of 
responsibility. They are divided, too, into very specialised 
groups. ‘‘ Not infrequently,’ Mr. Duncan says, “they are 


sensitive about their rights and distinctions. A Lothian plough- 
man would feel insulted if asked to pull turnips; any ploughman 
would refuse to allow another ploughman to work his pair of 
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horses; most ploughmen would refuse to do any byre work; 
most cattlemen would refuse to allow ploughmen to handle their 
cattle, and so on.” 

The Scottish Farm Servants’ Union in 1917 fought against 
the inclusion of Scotland in the clauses of the Corn Production 
Act of that year. They estimated that voluntary agreements 
by collective bargaining suited. Scottish conditions infinitely 
better than did the English proposal for a compulsory minimum 
wage and compulsory Wages Boards. A more assertive and self- 
reliant attitude was displayed by the Scottish farm workers 
which compared very favourably with the somewhat “ glad-to- 
take-anything ” approach of the English labourer in most counties. 
One is inclined to assert confidently that this was not merely a 
war-time distinction. It was the result of different conditions 
for more than half a century. 

It is interesting to note an instance of the adoption of a 
sliding-scale principle of wage fixing by voluntary agreement. 
This is surely unique in agriculture. The agreement was come 
to in the Lothians in 1920 between the National Farmers’ Union 
of Scotland and the Scottish Farm Servants’ Union, under which 
an increase in wages was to be granted in the middle of the term, 
if the increase in the cost of living justified an alteration. Under 
the agreement, wages were actually increased by 3s. per week at 
the November term, 1920. In the following year a similar 
agreement was entered into, and in November 1921, as the cost 
of living had fallen, a reduction of wages took place. 

The organised activity of the Scottish farm servants before 
and since the war was not entirely devoted to questions of wages. 
Hours of working (including the demand for holidays), housing 
and social conditions had places of, at least, equal importance 
on their programme. A National Agreement was reached for an 
average 54-hour week and 21 whole or 42 half-holidays per year 
(exclusive of New Year’s Day and the Hiring Fairs). The agree- 
ment was never applied nationally, but it served as a basis in 
many local agreements, and in several counties even better terms 
were obtained by the workers. Mr. Duncan claims that, in spite 
of the reaction in many counties since 1920, “it is generally true 
to say that farm workers are working at least ten hours a week 
less on an average than was the case at the outbreak of war.” 

Housing and lack of social life are the two greatest defects of 
Scottish rural life. It cannot be said that the war has done a 
great deal yet for housing. As to social life, the women suffer 
most from the isolation. The post-war movement of the Women’s 
Rural Institutes has helped to some extent (as both Professor 
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Scott and Mr. Duncan point out). Professor Scott’s claim, how- 
ever, that membership of these Institutes represents two out of 
every three of the women employed in agriculture, looks as if it 
were unfortunately based on a wrong calculation. ‘‘ Altogether,” 
Mr. Duncan says, “‘ the war years have brought to rural Scotland 
a welcome increase in associated effort which cannot be without 
effect in building up the much-needed community and social 
interest.” 

It is surprising that, in the planning of this volume, the 
editors should omit any contribution on what is one of the most 
notable of war effects, namely, the changed conditions of land- 
owning and the resulting large increase in the number of farmers 
who now own their own farms, many of them against their will 
and better judgment. 

The decline in the gross incomes of landowners did not begin 
with the war, but dates back to 1880 at least. The war, how- 
ever, and post-war conditions have accelerated matters to an 
extent which few people realise. Attention has several times 
been called to the situation in England. Conditions are very 
similar in Scotland. Generally speaking agricultural rents had 
fallen considerably between 1880 and 1913. Expenses tended 
to increase steadily from 1900 onwards. Repairs cost more and 
taxation, local and national, increased. 

During the war rents could not be increased at all and repairs 
were suspended where possible. With the return of peace, rents 
still remained fixed until 1921, while repairs which could not be 
postponed indefinitely continued to increase in cost up to 1920. 
Taxation took a tremendous jump. One estate, whose records 
the reviewer recently examined, provided the following interesting 
abstract. 

TaBLE II 

Income from Rents ; Public Burdens ; and Amount spent 

on Repairs on a Small Estate in Scotland 





1870. | 1880. | 1890. | 1900. | 1910. | 1915. | 1919. | 1922. 





£ £ £ £ £ £ £ £ 
Rental . . - | 1902 | 1764 | 1777 | 1739 | 1650 | 1594 | 1594 | 1930 
Public Burdens (a) . 247} 236] 238] 240] 388; 513] 475 | 1086 


Repairs and Im- 
provements (b) .| 334] 222] 358] 199 106 | 235 87 | 123 


























(a) Including Rates (parish and county), Income Tax, Land Tax and Church 
Stipend. 

(b) An average of previous three years’ expenditure. This, of course, shows, 
not the increase in the cost of repairs, but the amount which the owner was willing 


to spend. 
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One need not be an apologist for landowners to realise that 
this presents a serious agricultural problem, for the permanent 
equipment (buildings, etc.) of farms is bound to suffer. Another 
aspect arises from the desire of many landowners to get rid of 
their estates by selling the farms one by one to the tenants who 
are prepared to purchase. Mr. Conacher refers to the outcome 
of this movement. The problem, it is true, is not created by 
the war, but it has been aggravated by war inflation and war 
taxation. It would have, perhaps, rendered Rural Scotland during 
the War more complete if some discussion had been given to it. 

A review of this volume would be inadequate without mention 
of the two other contributors. Neither of these deals with 
agriculture, but the article on “Scottish Fisheries during the 
War ” is linked with agriculture in that it deals with the pro- 
duction of food and also that it affects rural life in the Highlands. 
Mr. D. T. Jones’s article deals more specifically with the war 
period than do the other articles, and his story gives an insight 
into the great unsung hardships and dangers of the fisher folk in 
war-time. As in the other contributions, the general conditions 
are usefully sketched. 

Professor J. P. Day adds an Appendix on the Jute industry. 
The speculative risks of this industry (localised as regards Great 
Britain, almost entirely in Dundee) can only be partially realised 
from the prices and figures quoted by Professor Day. 

JOHN P. Maxton 


Agricultural Economics Research Institute, 
Oxford. 











REVIEWS 


Banking. By Watter Lear. (London: Williams & Norgate, 
Ltd. The Home University Library. Pp. viii + 255.) 


THE union in Mr. Walter Leaf of eminent accomplishment 
as a scholar and important practical experience as a banker 
inevitably arouses a high expectation in respect of a book by 
him on banking. Such admirable qualifications could hardly 
fail either to produce an original and outstanding contribution, 
or, if the author aimed at less, to endow mediocre work with the 
charm of effortless felicity. The second of these virtues belongs 
to the work under review. 

In the greater part of this book Mr. Leaf is engaged in describ- 
ing detailed matters of fact. If it is the duty of the critic to 
give most of his attention \to the provocative and controversial 
passages, it is equally his duty to assure readers that these 
passages comprise only a small part of the whole. There is much 
clear and interesting description of particulars, the rate at which 
information is imparted is neither too great nor too small, the 
style is alive and holds attention. These are uncommon merits, 
it must be confessed. 

Mr. Leaf deals chiefly with English banking. It would have 
been pedantic had he conceived it his duty to devote greater 
space to aspects of banking with which he is less thoroughly 
familiar. There is, however, a considerable passage on the 
Federal Reserve system and a short note on the functions of the 
Reichsbank under the Dawes scheme. Mr. Leaf gives a good 
summary of the needs which brought the Federal Reserve system 
into existence, but he does not say much of the more recent 
aims and ideas of those who have controlled it. In his biblio- 
graphy he refers to Professor Kemmerer’s book, which is really 
an account of what the new banking system was intended to be, 
and makes no mention of those later works which deal with 
what it has, in fact, become. It is impossible not to connect 
this neglect of recent developments with Mr. Leaf’s utter lack 
of sympathy for the ideas which have inspired them. Mr. Leaf 
is of an older school of thought. He makes one small mistake 
in his account of the system. He says (p. 69) that “the full 
working of the Federal Reserve Act depends, it will be seen, 
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largely upon the amount of good commercial paper bearing two 
names which member banks can discount with their Reserve 
Bank in order that it may be put into the Treasury as a basis 
for the issue of Federal Reserve notes.” It is not the case that 
member banks present for discount chiefly two-name paper. 
On December 31, 1925, the Federal Reserve banks held $177 
million of single-name paper which they had discounted 
for members and only $3 million of two-name paper so dis- 
counted. These figures are typical. If Mr. Leaf implies that 
one-name paper is ineligible as a basis for notes, that also is 
incorrect. It is quite true that the Federal Reserve takes a 
special interest in the creation of two-name paper. But it gives 
its support not by discounting it for its members, but by being 
willing to buy in the open market any two-name paper that is 
offered, even at times when its policy is to contract the volume 
of its general open-market holdings. 

In his note on the new constitution of the Reichsbank; Mr. 
Leaf observes that the principle of a fixed minimum proportion 
of gold backing for notes has been preferred to that of a fixed 
maximum fiduciary issue. He infers that when our currency 
notes are taken over by the Bank, the same principle will prob- 
ably be adopted here. He may be right in this. But he is 
surely wrong in recommending the fixed proportion system on 
the ground that it has greater elasticity in a time of pressure 
and panic (p. 57). Walter Bagehot, Mr. Hawtrey, and many 
other authorities have held, it seems reasonably, that the fixed 
proportion system is less elastic in a time of crisis for two reasons : 
first, because it immobilises a part of the reserve, and secondly, 
because when there is a drain of gold the bottom limit is approached 
more quickly, three times more quickly if the legal proportion 
is 4, than it is approached under the fixed issue system. It is 
in times of expansion that the fixed issue system is less elastic. 

Mr. Leaf is concerned to defend the joint stock banks. His 
line of defence is not that they have important functions and 
have performed those functions well, but rather that their func- 
tions and powers are much less extensive than is popularly 
supposed. It is true that they have tasks of responsibility and 
risk. “In giving custody to parcels and boxes, sealed and 
locked, with contents unknown, the banker is not without anxiety. 
The risk he runs may be illustrated . . .” etc. It is not exagger- 
ating to say that in the view of Mr. Leaf the whole function of 
the banks is in principle the same as giving safe custody to 
parcels and boxes. The careful preservation of depositors’ money 
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is everything, the loan policy nothing. The joint stock banks 
have and can have no influence on the general credit situation. 
On first sight we might be disposed to agree with this con- 
tention. If Mr. Leaf merely meant that the credit situation is 
in the main controlled by the central bank, and that the limits 
within which the joint stock banks can exercise initiative are 
comparatively narrow, few would disagree. Unfortunately Mr. 
Leaf means something more. His contention is that a bank 
as such has no power to expand or contract the volume of credit ; 
and by a bank he means not only an ordinary deposit bank, but 
also a central bank. The creation of credit can be effected only 
by the depositing public or the note-issuing authority. Many 
passages compel us to hold that this is his view. For instance, 
on p. 175 he claims it as his “‘ fundamental theme that alike the 
creation and restriction of credit generally are in the hands of 
the Government, in other words, of the Treasury and the Bank 
of England acting as a Bank of Issue.” This is surely saying 
that the banking department of the Bank can by itself have no 
influence on the state of credit. Such a view takes us back to 
the days before John Stuart Mill published his Principles of 
Political Economy, to the days of the “ Currency School” and 
Lord Overstone’s T'racts. Mr. Leaf is not contending, as he very 
well might, that the central bank cannot in the long run main- 
tain an expansion of credit unless it can also expand the currency, 
but that by itself it cannot even expand credit for a short time 
or at all. The imposing array of his adversaries, Tooke and 
J. 8S. Mill, Bagehot and Marshall, Knapp and Cassel, the authors 
of the Federal Reserve reports, and the vast mass of publicists 
at home and abroad in recent years, should have put Mr. Leaf 
on his mettle as a controversialist. They have not done so. 
He may have thought that a volume in the Home University 
Library is an unsuitable place for polemics. By the same 
principle, in fairness to the many of his readers who will first 
introduce themselves to the subject through him, he ought to 
have warned them that his views have been rejected by most 
authorities for more than fifty years and are not yet re-instated. 
He supports his view chiefly by dogmatic statement, but also 
by a piece of statistical evidence, which is called Table A (p. 103), 
and is given a prominence which seems to challenge examination. 
He argues from this that loans do not create deposits, since in 
this period a marked increase of ‘‘ loans and advances ” is accom- 
panied by a marked decline of deposits! As a matter of form 
we may indicate two objections to this line of reasoning. (1) Mr. 
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Leaf makes no comment on the discount figures. It is probably 
the case that the decline recorded was entirely represented by a 
seasonal decline in Treasury bill holdings due to tax receipts. 
But Mr. Leaf must look below the surface. When Government 
takings exceed disbursements the banks must accommodate 
trade directly by increasing advances. When Government dis- 
bursements exceed takings the banks accommodate trade in- 
directly by discounting Treasury bills, and thus enabling the 
Government to spend ahead and leave more circulating capital 
in the hands of the public. Advances and discounts taken 
together give a fairer picture of the ultimate accommodation 


TaBLE “A” 


Aggregate average weekly figures of the “ Big Five” for the 
first six months of 1925 


(In thousands of £) 








Current and 
Deposit omnes Discounts. | Investments. 
Accounts, R 
January . . 1,514,613 745,859 235,289 266,501 
February. . 1,502,293 748,639 225,172 258,071 
March. . . 1,470,692 765,443 195,239 254,316 
April . . . 1,472,197 771,461 184,024 249,646 
May... 1,466,779 773,257 192,884 246,680 
JENS) 2). 6s 1,489,848 775,384 197,929 240,422 

















which the banks are making to trade than advances taken alone. 
In Table ‘‘ A” advances and discounts together declined slightly ; 
in those circumstances no opponent of Mr. Leaf’s would expect 
a rise of deposits. (2) Mr. Leaf maintains that “all the banks, 
in order to meet the additional call upon their resources, resorted 
not to any ‘creation of credit,’ which was out of their power, 
but to their investments at long date, that is, their Government 
stocks and bonds, which were sold to provide the money for 
which borrowers were asking.” This is assuming what it was 
required to prove, namely, that the banks were forced to cut 
down their investments in order to accommodate trade. An 
objector would hold that the banks need not have sold out their 
investments, and that, if they had not done so, deposits would 
not have declined. Nor is it at all plausible to hold that the 
fact that the banks did sell investments indicates that they were 
forced to. In the last six years the banks have maintained a 
more or less consistent policy of cutting down investments, in 








80 THE ECONOMIC JOURNAL [MARCH 


order to work back to the pre-war proportion of long-term assets, 
which they regard as technically sounder. Mr. Leaf thus mis- 
interprets his principal statistical evidence, and he has to assume 
the conclusion which his figures are supposed to yield in order to 
show that they yield it. Was it for this that Tooke and his 
successors battled like men to elaborate a correct theory of 
credit ? 

Such palpable confusion requires some explanation; the 
explanation in this case can be apprehended without difficulty. 
Mr. Leaf views the problem solely from the standpoint of the 
individual banker. He thus gives new life to the ancient plati- 
tude of economic text-books, that a practical business man is 
usually too immersed in particulars to obtain a true view of the 
economic world as a whole. The two following facts are clear. 
(1) When an individual bank (other than the central bank), A, 
makes a loan it does not and ought not to conceive that this will 
involve an addition to its own deposits. On the contrary, it 
will probably result in an addition to the deposits of another 
bank. Therefore an individual banker is only in the position 
to make a loan if he has cash assets, placed with him by the 
public, to finance it. (2) The banks other than A whose deposits 
rise as a result of A’s loan are not aware of the reason of the rise. 
They cannot distinguish a rise in deposits which is due to the 
public being able to dispense with some of its cash from a rise 
in deposits due to the loan of another banker. Thus neither the 
individual bank which makes the loan nor the individual bank 
which receives the “ created ”’ deposit sees the connection between 
them. And therefore the individual banker, unless he is also 
an economist, is likely to be sceptical of the connection. But if 
the only way to create a deposit were to take cash to the bank, 
how would it be possible for the aggregate of deposits to be far 
in excess of all the cash in the country? Mr. Leaf may not be 
clear what is really meant by the phrase “ loans create deposits.” 
It does not mean that a single bank can be sure of increasing 
deposits with itself by making extra loans. Nor does it mean 
that all bank loans necessarily increase the aggregate of bank 
deposits by an equal value. It does mean that a part of the 
outstanding deposits could not exist had the banks made no 
loans, and that an addition to aggregate deposits is often the 
direct result of an increase in the aggregate of loans. Whether 
a particular extra loan does cause there to be an increase of 
deposits it is often impossible to say. That the greater part of 
our outstanding deposits could not exist if bank loans had not 
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been made is obvious. A loan is said to create a deposit when 
the aggregate of deposits becomes greater than it would have 
been had the loan not been made. This usage may not be 
strictly accurate, but it appears to be sufficiently so for popular 
speech. 

Mr. Leaf informs us that the banks need for till money about 
one-half of the cash that they commonly hold, and that the 
sacrifice of 4 per cent. on dividends which the residual cash 
holding involves is very noble or very stupid, he does not make 
it quite clear which he means (p. 132). This implies that the 
banks have no responsibility at all for easing the situation in 
times of crisis. He callously observes that the banks can with- 
out difficulty replenish their tills by calling in brokers’ loans. 
Thus they throw the whole burden of the crisis on to the Bank 
of England. He refers to the events of 1914. ‘“ In that memor- 
able crisis’ the joint stock banks defended themselves not by 
using their cash balances, but by drawing in the Money at Call 
and Short Notice. Some might hold that the joint stock banks 
acted rather selfishly on that occasion. 

Mr. Leaf is perhaps more provocative because he applies 
severe compression to his provocative utterances. By far the 
greater part of his book is quite innocuous, and, when innocuous, 


instructive and informing. 
R. F. Harrop 


Christ Church, 
Oxford. 


The First Year of the Gold Standard. By T. E. Grecory (Ernest 
Benn. London. 1926. Pp. 141. 3s. 6d.). 


“ We have arrived,” says Professor Gregory, “at that con- 
fusing and depressing period when doubt as to the wisdom of the 
course taken, the disappointment of exaggerated hopes, weariness 
of the whole controversy, the absence of clear-cut issues, the dying 
down of the fighting mood, and the reaction from victory gained 
all combine to produce mental staleness and emotional indiffer- 
ence.” This may be true, but Professor Gregory managed to hold 
together a large audience for over an hour when he discussed his 
subject before Section F of the British Association at Oxford last 
August. 

That subject is really not very well described as “the first 
year of the gold standard.” A more informing title would have 
been ‘‘ Some Readoptions of the Gold Standard, actual and pro- 
spective.” The selection (perhaps a little arbitrary) is, for actual 
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readoptions, Great Britain, Sweden, Holland, Germany, and 
Poland, though Poland subsequently became a backslider: for 
prospective readoptions, Norway, Denmark, France, Belgium, 
and Italy (the book having been written in the summer of 1926). 

The detailed examination of the cases is preceded by sixteen 
pages devoted to “The Theory of Stabilisation.”” Here I think 
Professor Gregory’s nomenclature and arrangement are not 
altogether satisfactory. After some experience of paper cur- 
rencies “‘ managed ” on no intelligible principle, the people of a 
country come to regard gold as so stable in value that they give 
the name of “ stabilisation ” to the process of tying up the value 
of their currency to that of gold at some ratio near that of the 
moment. The term ousts ‘‘ devaluation,” because the people have 
suffered so long from the vagaries of mismanagement that they 
demand greater steadiness at any price; the price of the moment 
is the easiest to adopt. But a return to the old pre-war parity 
with gold is not usually spoken of as “stabilisation,” because 
countries in which such a return is reasonably possible have been 
subjected to less violent fluctuations, so that the idea of restoring 
the old value takes the place of, or at any rate overshadows, that 
of making it more steady. 

Professor Gregory seems to recognise this when he speaks of 
“the question of the return to the pre-war parity as against 
stabilisation on a basis near to, or at, the actual rate which the 
forces at work on the exchange market . . . had established.” 
But the question which his theory of stabilisation formally attacks 
is: What are the effects of choosing for the stabilisation rate the 
foreign-exchange rate of the moment or one somewhat higher or 
lower which is supposed to be better suited to the internal general 
price-level ? 

It does not seem as if the theory of this subject can be applied 
conveniently to cases where return to the old parity is being aimed 
at. Where mere stabilisation is demanded, the reputation and 
prestige of the currency are scarcely concerned at all. Something 
like the saying “‘ as well be hung for a sheep as a lamb ”’ applies to 
currencies. It will make no appreciable difference to the credit 
of the franc of the future whether it is stabilised at 19 or at 20 per 
cent. of its pre-war parity: would the present German mark 
currency be appreciably more trusted and the German Govern- 
ment be appreciably better able to raise mark loans, if the 
stabilisation rate had been a milliard, instead of a billion, to one ? 
But when the choice is between 95 and 100 per cent. of the old 
parity, the situation is quite different. The first lapse from 
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virtue here, as elsewhere, counts for much more than subsequent: 
ones, so that far more temporary inconvenience may properly 
be incurred in adopting 100 per cent. as against 95 than it would 
be reasonable to incur for the sake of adopting 20 per cent. 
instead of 19, or even a milliardth instead of a billionth. 

This being so, I cannot think Professor Gregory is justified in 
attempting, as he does at least in form, to bring Great Britain, the 
Scandinavian countries and Holland under the same “ stabilisa- 
tion ”’ theory as the countries which have submitted, or are about 
to submit, to devaluations. In the cases where restoration has 
been definitely decided on there is no choice about the ratio: it 
is the old ratio, and the actual ratio cannot possibly be appreciably 
above it, except in the very unlikely event of a country having 
actually carried out the Swedish suggestion of refusing gold at 
that rate. Consequently the “practical alternatives’ are not 
those mentioned on pp. 11 and 12, “ (1) the choice of the current 
rate of exchange,” and “(2) the choice of an alternative rate” 
above or below it. In the case of Great Britain the cow of 
deflation had been swallowed in 1920-22, and the historian of 
“ fifty years on ”’ will not waste much time over the disappearance 
of the tail in 1925. 

In his detailed treatment of the selected case of restoration and 
stabilisation, Professor Gregory is prolific in information and 
dispassionate in judgment. To pack so much information into 
a book of this size is a wonderful feat, even with the assistance of 
a grant from the Laura Spelman Rockefeller Foundation to 
which Prof. Gregory expresses his thanks. We may perhaps be 
permitted a hopeful doubt about the statement that “ the con- 
clusion that money wages are still too high is unescapable.” It 
is admitted that an increase of productivity might adjust matters, 
and “the index of production prepared by the London and 
Cambridge Economic Service” is not capable of showing that 
such a change is impossible in a future near enough to make a 
fall of wages unnecessary. Recent comparisons of British and 
American conditions rather suggest the possibility, and some 
changes in outlook rather suggest the probability, of the British 
level of productivity, and consequently of wages, being con- 


siderably raised before long. 
EDWIN CANNAN 
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Restoring Currency Standards. By E. L. Harareaves. (P. S. 
King. Pp. 106. 6s.) 


HIsTORIANS and economists who describe epochs of currency 
collapse have always been inclined to make our hair stand on end 
by dwelling on the frantic process of depreciation, but to neglect 
or to pass over very summarily the subsequent transition to 
normal conditions. The battle itself supplies the excitement and 
the picturesque incidents; the rescue of the wounded is a more 
prosaic business, a subject for medical experts. 

Dr. Hargreaves has provided a very useful and lucid summary 
of one class of measures adopted in these transitional periods. 
His book deals with the equitable adjustment of debts arising 
from contracts which have been concluded in a depreciated 
currency but have to be discharged in a restored currency. Three 
cases are described: the continental currency of the American 
War of Independence, the French assignats, and the Austro- 
Hungarian paper money of the Napoleonic period. A short 
reference to the recent German valorisation is added. 

When a currency has depreciated too far to be restored by 
deflation to its former value, it can only be stabilised at the cost 
of some measure of devaluation. Three methods of devaluation 
may be distinguished: (1) the existing currency unit may be 
stabilised at a new metallic value or purchasing power, without 
any other change; or (2) a new currency unit may be introduced 
equal to a prescribed ratio or multiple of the old, all outstanding 
obligations being translated into the new unit without any change 
of substance, but only of denomination; or (3) the old unde- 
preciated currency unit may be reintroduced, and the depreciated 
currency either demonetised or made to pass at a fraction of its 
nominal value. . 

The two former methods differ only formally from one another ; 
they agree in leaving the full loss of depreciation on the shoulders 
of the creditors. The third method, on the contrary, would, 
if applied without modification, put the whole burden of the 
restored currency upon debtors. It would be much too favourable 
to some creditors, for it would give one who had contracted in 
depreciated currency much more than he had ever expected to 
receive. When a currency is restored by deflation, this also 
occurs, but on a smaller scale, because the depreciation is not so 
great as to make deflation impossible, and the appreciation of the 
currency is gradual. 

In Dr. Hargreaves’ three historical cases the appreciation was 
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discontinuous. People began to use metallic currency along- 
side the depreciated paper currency, and a day came when the 
paper currency was demonetised. Thereupon, unless some express 
provision had been made to the contrary, a debt expressed in so 
many dollars or livres or florins would have become payable in 
silver instead of paper. A debt of 1780 in dollars would have 
been multiplied forty-fold; one of.1796 in livres several hundred- 
fold. 

The complicated legislation which is lucidly and concisely 
summarised by Dr. Hargreaves was devised on the three occasions 
named to prevent such intolerable injustice arising. The principle 
followed was to calculate the value in silver of each debt at the 
date at which it was contracted and to make it payable in that 
amount of silver, a statutory scale of depreciation of the monetary 
unit at various dates being established for the purpose. The 
detailed application of this principle was full of difficulties and 
complexities. But they were not in themselves insurmountable ; 
the real defect was a fundamental one, that it was not possible 
to reopen debts which had been paid during the depreciation. 
In South Carolina (where the British administration had not 
recognised the continental currency as legal tender) an attempt 
was made to reopen debts, but not with very satisfactory results 
(pp. 7-9). 

It is interesting to observe that the circumstances which form 
Dr. Hargreaves’ theme have not recurred in any of the countries 
in which monetary difficulties have been experienced since the 
war. In no case has an old metallic unit been revived. The 
nearest approach to it has been in Germany, but even there the 
new mark, though it has the same name and gold value, is simply 
the equivalent of a billion of the old. The valorisation laws in 
Germany are therefore needed not to relieve debtors from an 
intolerable burden, but to save certain creditors from a loss which 


is regarded as socially undesirable. 
R. G. HawTREY 


London. 


Il Cambio Italiano: Indagine sulle cause delle sue ultime oscil- 
laziont. By Jacopo MazzxEi. (Firenze. 1926, Pp. 122.) 


Stenor Mazzezt1 has set out in this small book to explain the 
causes of the sudden fall from grace of the Italian lira in the 
middle of 1925, after the prolonged period of relative stability 
since the beginning of 1922. He is able to show that the chief of 
all the maladies that are wont to afflict inconvertible currencies, 
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viz. forced inflation due to budgetary disequilibrium, did not 
apply in this case. In his opinion, and he is able to bring cogent 
evidence in favour of his arguments, the main factor was the 
continuance of commercial inflation due to the expansion of 
Italian industries and foreign trade, and fostered by a low discount 
rate. Secondary factors were a seasonal pressure on the exchanges 
arising from a poor harvest and the consequent need to import 
large quantities of grain; a sudden Stock Exchange crisis leading 
to the intervention of the Government with financial support ; 
and a growing lack of confidence in Italy in the future of the lira, 
which was accentuated by the negotiations then proceeding with 
England and the United States for the settlement of Italy’s 
international debts. 

His chief object was to show that, at the time of writing (July 
1925), the underlying forces which govern the foreign value of a 
country’s currency were favourable to the lira: a Government 
policy of deflation had been proclaimed; the discount rate had 
been raised on June 18, 1925 to 7 per cent. ; the budgetary situation 
continued to be excellent; a good harvest was in prospect; the 
loss of confidence was a temporary phenomenon which would 
quickly react to the realities of the economic situation. Basing 
himself on these arguments he bodly entered on the perilous paths 
of economic prophecy and foretold the “‘ victory ”’ of the lira. 

For several months after Signor Mazzei wrote, events appeared 
to support his forecast. With the aid of strong Government 
support the lira was raised from 137 to the pound to 120, and was 
kept at that level till the end of April 1926. The exchange was 
for the time “ pegged ” by the Government in a manner analogous 
to the operations of a central bank under the gold exchange 
standard, but with the important difference that the Government 
refrained from locking up the lira which it bought in exchange 
for the foreign currencies sold for the purposes of commerce. The 
result was that internal circulation was not reduced, the banks 
expanded their discounts, and imports increased. In May 1926 
the Government found itself unable any longer to maintain the lira, 
which fell rapidly until it reached 150 at the end of July. Signor 
Mussolini was then roused to fresh action; a new deflationist 
campaign was initiated, and by the end of 1926 the lira had been 
brought back to 108, this time with the aid of a drastic rationing 
of commercial credits, a legal maximum note issue and other 
financial measures. 

The conclusions to be drawn from the recent history of the 
Italian exchange appear to be, first, that even a balanced budget 
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accompanied by a rigid exchange control may be insufficient to 
maintain the external value of a currency unless the whole credit 
policy of the country is co-ordinated with a view to maintaining 
that value; secondly, that when industry and commerce are 
prosperous a high bank rate may not be sufficient alone to check 
excessive demands for credit and may have to be supplemented by 
other devices, such as the rationing of credit; thirdly, that the 
absence of a declared policy of stabilisation at some definite rate 
gives rise to uncertainty, lack of confidence, speculation, and 
violent fluctuations in exchanges. It is not merely that the 
business community do not know where they stand, but the banks 
themselves cannot be expected to conform to a policy unless they 
know what that policy is. In the meantime Signor Mussolini 
continues to make valiant speeches, seasoned with military 
metaphors, to the effect that the “ battle of the lira” is not yet 
won. It is even possible that he may continue with his process 
of deflation until he is brought to a halt by the disappearance of 
the hardly earned budgetary surplus of the Italian State. 
C. W. GUILLEBAUD 
St. John’s College, 
Cambridge. 


Studies in Public Finance. By Epvwin R. A. Setieman. (New 
York: The Macmillan Co. 1925. Pp.ix + 302. 17s. net.) 


Mr. Hiaas, reviewing in a recent number of this JourNaAL} 
the “‘ companion volume” to this book, bearing the title of 
Essays in Economics, paid @ graceful tribute to the high standing 
of the author among the veteran economists of our day. That 
deserved eulogy met, we are sure, a world-wide response. But 
the large and accurate erudition, the extensive knowledge of 
past and comprehensive acquaintance with present economic 
literature, fortified as it has been by the acquisition and the 
use of the wonderful library to which Mr. Higgs alluded, the keen, 
profound insight into and the sane balanced judgment upon the 
acts as well as the opinions of men of great affairs of State and of 
administrators of large business enterprise and of plain ordinary 
folk, have, we may appositely call to mind, been shown especially 
in the branch of inquiry with which the studies before us deal. 
They are, too, we are informed by Professor Seligman, ‘“pre- 
liminary ” to the early publication of three volumes on the 
Principles of Fiscal Science, to which we should perhaps look 


1 For December, 1926. 
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forward as the ‘‘ comprehensive book” that “‘ ought to come 
at the close of a scholar’s career,” were it not that the multifarious 
indefatigable vitality of previous years, continuing so evidently 
now, forbids the announcement, or at least would stay the 
acceptance, of “‘finis.” It is significant of that alert achieve- 
ment, and of the wide, deep admiration it has won, that the 
Essays in Taxation, first collected in 1895, should have been 
“ enlarged to almost double ”’ the “ original size,” and that new 
editions have been called for ‘‘ every two or three years.” And 
the full tale of Professor Seligman’s masterly handling of finance 
includes the “ independent books,” which have become authorities, 
on Progressive Taxation, on the Shifting and Incidence of Taxation 
and on the Income Tax—the last indeed of the three filling com- 
pletely a gap, not otherwise adequately supplied, in the account 
of our own fiscal history and arrangements—besides contributions 
to official documents. 

Economists in this country are sometimes tempted to envy 
the position of their Transatlantic colleagues. It is not merely 
that in our Universities the number of the teaching staff is still 
so meagre by comparison, and that the recognition of Economics 
as a fit subject of independent study has hitherto been, by con- 
trast, generally grudging rather than handsome, but the weight 
attached to expert knowledge therein is also more considerable and 
evident in the United States, where it is the rule, not the exception, 
for influential bodies and persons to invoke and heed counsel 
proceeding from this source. In this volume, accordingly, 
studies are embraced which were originally submitted to Congress, 
to the Senate, and to the Supreme Court; and, we are informed, 
that last famous, respected, powerful authority accepted in its 
decision the conclusions reached in the Professor’s reply to the 
question whether “ Stock dividends ” were or were not ‘“‘ income.” 
We could wish that the American public as a whole could also 
be expected to follow soon his sensible, candid advice on the 
treatment of the Allied Debts. But at any rate we rejoice to 
read reprinted here his conclusive rejoinder to Mr. Hoover’s 
arguments on that vexatious but crucial topic. It is a char- 
acteristic example of his merit as a writer on finance, for it is 
as clear and comprehensive as it is convincing and profound. 

All the pieces collected in this welcome volume would repay 
close reiterated study. We must now be content to point out 
how they exemplify in turn the high quality of the essayist. 
The opening chapter, for instance, on Comparative Tax Burdens 
in the Twentieth Century, is a fine model of mingled caution and 
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dexterity in obtaining from the evidence of figures as much as 
and not more than they should properly convey. The third and 
fourth papers on Income Tax and the Price Level and on Taxation 
and Prices generally, and the ninth on the Taxation of Non- 
residents in the New York Income Tax, demonstrate a rare capacity 
for getting deeper beneath the surface than other writers on the 
subject. They also show the Professor’s nice balancing of opposite 
considerations, his damning exposure of older cruder theories, 
and his judicious avoidance of extremes in novel ideas and fresh 
statements. In the sixth study on the Sales Tax his wide 
acquaintance with past history and present facts is conspicuous, 
as it is in the last chapter, dealing with the French Colonial Fiscal 
System, while his discriminating acumen and his practical states- 
manship find opportunity for their exercise in the discussions in 
the seventh chapter of the problem of Tax-exempt Securities, 
in the tenth of Fiscal Reconstruction, and in the eleventh of the 
Reform of Municipal Taxation, in the United States. hese 
pieces may also suggest to Englishmen the consolatory thought 
that some other countries are behind them rather than before 
them in the adoption of good finance. 

We would venture in conclusion to draw Professor Seligman’s 
notice to a few points. We should question his pronouncement 
on p. 9, that the prohibitive cost, as it proved, of the expense of 
valuation in connection with the abortive duties on land values 
in this country should be ascribed to the “‘ most obstinate resist- 
ance,” which they certainly encountered, and we suggest that 
the expression ‘‘ annual” expenses may mislead. We agree that 
the yields were insignificant in comparison, but we should trace 
the break-down or fiasco to the attempt which, equitable in 
design, and required to avoid injustice, or discouragement 
of enterprise, proved impracticable in actual working—the 
endeavour, namely, to translate into an Act of Parliament, to 
be interpreted by the Courts, the refined impalpable conception 
of abstract economic theory. For the “ site-value”’ was to be 
equivalent to “economic rent”; and the trouble and tangle 
began with the initial valuation. Such a topsy-turvy issue as a 
ruling in favour of taxing the difference between minus quantities 
disgusted as it perplexed plain citizens, and the Lloyd George 
budget synchronised with, if it did not alone cause, the arrest 
of building operations with its calamitous sequel of a lack of 
house accommodation now only just being overtaken. We 
think, too, that some amendment is desirable in the assertion on 
p. 113, that in “ both England and the United States the rental 
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value of a house is held not to be income,” for we do not see 
how, as it stands, it can be reconciled with the undoubted fact 
that an English owner occupying his own house is compelled to 
pay income tax on the rental value thereof under Schedule A, 
just as a tenant is entitled to deduct such tax from the next 
payment of his rent. We would further suggest that the reference 
on p. 128 to the description by “ someone ” of taxes on every- 
thing “‘ that a man eats, smells or hears ” might be amplified by 
explicit quotation of Sydney Smith’s famous amusing catalogue 
of English taxes in 1820—in the Edinburgh Review in a notice, 
as Mr. George Russell states, of Seybert’s America—as the result 
of the Napoleonic wars. ‘‘ Jonathan” in the person of our 
“‘ American cousins ”’ is expressly introduced. And, finally, on 
p. 214 the footnote ‘‘See above” reads curiously when the 
statement in the text is ‘‘ will be seen below.” These are mostly 
trifling corrigenda which doubtless escaped the author’s careful 
proof-reading, and, if blemishing spots they be, they enhance 
the fair visage of the book as a whole. It is an addition to those 
classics of finance for which our American Correspondent has 
earned, and, we are glad to remember, is still to earn, our humble 


hearty gratitude. 
L. L. PRIcE 


American Foreign Investments. By Ropert W. Dunn. (Lon- 
don: George Allen & Unwin: 1926. Pp. 421. 21s.) 


Tus work is not an economic one in the ordinary sense, 
though it deals with aggregates and economic tendencies or 
causes. It is more in the nature of an annotated catalogue, 
breaking up into recognisable sections the ten or twelve billion 
dollars recently invested abroad by United States citizens. It 
is a classification of investments which will enable an answer to 
be given, more or less complete, to the two questions: Where 
and in what form is American money now invested abroad ? 
and, What difficulties are involved in foreign investment 
transactions ? 

The book does not overcome the difficulties inherent in this 
line of investigation, more especially that of tracing industrial 
investment. Ownership is often concealed and only becomes 
public knowledge through an accident. ‘It is quite possible 
for an American Bank or Corporation to send large instalments 
of capital abroad periodically, until it has quietly taken over a 
British Company without any public notice.” Obviously, when 
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interest on foreign investment becomes large and accrues abroad, 
it is often still more possible for its silent action to defy observa- 
tion. Again, investment made by means of Bank loans is 
baffling even to those who work among banking statistics. No 
Government census by deliberate questioning has been under- 
taken, or is likely, and therefore Mr. Dunn’s book represents all 
we are likely to know for some time to come. 

The first fifty pages deal with general aspects, e.g. a brief 
sketch of the United States as a debtor nation, when foreign 
ownership in 1890 reached about 600 to 700 million £ sterling, 
and America owned only about 100 millions sterling of foreign 
securities—the great bulk in Canada and Mexico. Then comes 
an account of how the war turned the investment tide, American 
securities held abroad being returned in a steady stream; the 
estimate of their value from 1914 to 1919 was 400 millions 
sterling asa minimum. The year 1924 established a new record 
in foreign financing, the public flotations reaching 240 million £, 
only a quarter of which was for refunding purposes. A full list 
of these operations is given. 

When summarising Government loans to foreign Govern- 
ments the author naively remarks that the figures indicate the 
influence which America can exert upon any European country 
with the exception of Scandinavia, Spain and Holland. “‘ The 
importance of the War Loan obligations when it is desired to 
bring pressure to bear upon countries whose national interests 
crossed those of American investors was illustrated in 1924 in 
the case of Roumania. The Roumanian Government enacted 
legislation tending to nationalise its oil supplies. This was 
resented by American oil companies which had invested in 
Roumania.”’ 

The State Department reminded the Roumanian Government 
that her loan was due to be called. ‘Similar political pressure 
is possible at any time through these great national loans.” 
And yet our American friends are still nursing a delusion that 
they can pursue a progressive policy of foreign investment and 
at the same time maintain their old policy of aloofness in foreign 
affairs. 

Then follow long lists of loans floated in the American market 
by foreign authorities and foreign connections of United States 
banks. One hundred pages are devoted to lists, under large 
geographic units, showing the holdings in foreign countries; 
e.g. Great Britain is shown as holding in the Argentine nearly 
400 millions sterling, France about 85 millions, and the United 
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States 50 millions. These records will be of use to people engaged 
in the practical business of foreign investment. They are of 
only incidental value to economists. An estimate of the total 
overseas investment at the end of 1924 is 9,090 million dollars, 
of which 4,040 million is in Latin America and 1900 in Europe. 
As a detailed and up-to-date analysis of the most obvious 
American investments in the various countries of the world, 
and as a compendium of the technicalities of contracts in such 
operations, Mr. Dunn’s book has great value, but from the point 
of view of the economist its utility is indirect only. 
J. C. Stamp. 


Das Deutsche Volkseinkommen. Von Dr. Erich RocowskI. 
(Berlin: Verlag von Emil Ebering. 1926. Pp. 157.) 


We have here a very careful estimate of the National Income 
(Volkseinkommen) of Germany in 1924 compared with that in 
1913. Dr. Rogowski, after a brief discussion of the nature of 
National Capital, of which he holds that no measurement is 
possible, devotes a considerable space to the various conceptions 
of National Income. He appears to take as his working definition 
the value of the aggregate of goods and services exchanged for 
money, together with similar goods consumed by their pro- 
ducers and the value of houses owned by their occupiers, in Ger- 
many in a year; in the statistical evaluation of this definition he 
is prepared to allow for some arbitrariness of interpretation, for 
‘there is no ‘ correct’ (richtige) National Income total, and in 
order to be able to judge the results of an investigation, it is 
necessary to know how the conception of income has been 
interpreted.” 

The principal data for the estimate are the Prussian Income 
Tax statistics, which applied to incomes of 900 marks or more, 
and are estimated to include over 75 per cent. of personal incomes. 
Rather hazardous estimates are made of the amount of personal 
income below this level and of other elements of income, but 
in all such cases maximum and minimum values are given. The 
result for Prussia in 1913 may be written 30,100 + 1,600 million 
marks. There seems no reason to doubt that so far the margin 
allowed is sufficient to include the unknown errors of the estimate. 
The ground is not so safe when with practically no further direct 
data, but only rough indications of certain elements of expen- 
diture, etc., this estimate is raised 60 per cent. to include the rest 
of Germany, principally on the consideration that the population 
of Germany was 61:6 per cent. greater than that of Prussia, 
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while such indications as there are suggest a lower average 
income outside Prussia. The relative margin of error is not 
enlarged and the income of Germany as a whole is given as 
47,600 + 2,500 million marks, after a correction for duplication. 
This is 8 per cent. higher than Helfferich’s estimate for 1914, 
which the author criticises. 

The problem of passing from 1913 to 1924 presents similar 
difficulties in many European countries; while the main sources of 
information are the same, there has been a change of territory, a 
greater element of duplication to eliminate owing to increased 
non-beneficial taxation, a change in the relative position of the 
exemption limit for income-tax, and a fall in the value of cur- 
rency. To meet the first difficulty the estimate is reduced, 
principally by considerations of population in ceded territories, so 
as to give 42,300 + 2,200 million marks in 1913 for Germany as 
constituted in 1924. As to the second difficulty, our author 
appears to take the total of individual incomes arising -from 
work and property, excluding small war pensions, and excluding 
interest on part of the National Debt; but neither his tables 
nor his analysis are clear in this respect, and the general treat- 
ment is not presented in such a way as to make his analysis 
easy tofollow. The change in the position of the exemption limit 
is met by a very careful re-examination of the probable income 
below this limit, the results of which are stated with a sufficient 
margin of error. The 1913 income is raised, after an analysis of 
the relevance of various price index-numbers, by about 40 per 
cent., so that for Germany as constituted in 1924 the 1913 income 
was 564 milliard marks, the marks being taken at their 1924 
value. The corresponding estimate in 1924 (for the same terri- 
tory and equally in 1924 marks) is 44 milliard marks. The 
income per head in 1913 was 680 marks of 1913 value, or 950 + 45 
marks of 1924 value; in 1924 it was 710 + 30 marks. The maxi- 
mum estimate is that the real income per head in 1924 was 
80 per cent. of that in 1913, the minimum that it was 70 per cent. ; 
but the fall is not equally distributed and the average real income 
of wage-earners and salaried persons was perhaps up to 85 per 
cent. of the pre-war level. In 1925 there was a definite increase, 
so that the real income per head of all classes reached 88 + 5 per 
cent. of the pre-war level. 

The work is very carefully done, but there is such a very large 
element of estimate from data that appear to be insufficient, and 
so much depends on correct interpretation and evaluation of 
factors that can only be appreciated by one well-versed in German 
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habits and German statistics, that it is impossible to criticise the 
general accuracy of the results. It seems that the author trusts 
the price-index numbers too readily, and that a priori it is not 
possible to estimate relative real income as closely as the margin 
of 5 per cent. implies. But the conclusion that the real income 
per head in Germany in 1925 was definitely, but not very far, 


below that in 1913 appears to be established. 
A. L. BowLrEy 


Employee Stock Ownership in the United States. By Rosert F. 
Forrster and Exse H. Dierev. (Princeton University : 
Industrial Relations Section; Princeton University Press. 
1926. Pp. 174. $2.00.) 


Tuts valuable study comes at an opportune time. Of recent 
years in Britain the question of interesting employees in the 
prosperity of the business for which they work has attracted 
increasing attention. But so far British practice has differed 
sharply from American. In this country it has in the vast 
majority of cases been considered necessary to make profit- 
sharing the stepping-stone to stock ownership. Moreover, the 
Labour Copartnership Association advocates this method, and 
the recent Report of the Royal Commission on the Coal Industry 
recommends it. American practice is more realistic and less 
paternal. There the general aim seems to be to make the workers 
ordinary stockholders, and to introduce as little variation as 
possible between the employee stockholder and the “ outside ”’ 
stockholder. Such differentiation as is introduced is designed to 
take account of the peculiar position of the employee investor ; 
his smaller income is catered for by arranging the payment of the 
stock by small deductions from wages, his greater sacrifice by 
granting greater security, and his smaller reserves by making his 
stock marketable without loss. All the plans are confined to 
individual businesses, few make any provision for profit-sharing as 
the means to copartnership, and none suggest the giving of shares 
to workers merely in virtue of service. In terms of British thought 
on the subject the typical American plan would be designated as 
“ contributory copartnership.” 

This book, with its careful analysis of schemes, and its very 
limited and cautious interpretation of them, is primarily an 
encyclopedia of present procedure. It is an attempt, and a very 
successful one, to take a snap-shot of an avalanche. For the 
movement gathered momentum only in the years after the 
depression of 1921-22, and still seems to be going forward at an 
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accelerated pace. The growth of the movement is attributed to 
the fact that Liberty Bonds, which were bought in large numbers, 
accustomed the workers to save and invest; to the substantial 
increase in the workers’ earnings due to the decline in mass 
immigration, and the improved organisation and technical 
efficiency of industry; the lessons in saving taught by the instal- 
ment buying so common in the. country; and the improved 
investment status of ‘‘ corporate securities.” 

The authors, with a modesty that disarms, disclaim any 
pretensions for their volume. The major part of the book 
consists of an analysis of the plans and their results (pp. 6-69), 
and a list and summary of plans (pp. 99-174). Only in the inter- 
vening thirty pages do the authors embark on any consideration 
of policy; their sober and judicial treatment of the subject is 
to be commended to those British observers who seem to return 
from the States blinded with excess of light. On a conser- 
vative estimate the authors calculate that “ substantially. over 
700,000,000 dollars ” worth of stock, reckoned at market value 
on April 15, 1926, is held by employees in the companies for which 
they work. In some of the 306 plans studied the employees hold 
the majority of the shares: in the Fuller Brush Company the 
employees own almost the whole of the stock; in the California 
Corrugated Culvert Company 40 per cent. of the employees own 
95 per cent. of its common stock; in the Murphy Varnish Company 
30 per cent. of the employees own 75 per cent. of the stock. In 
the great majority of the cases the employees’ investments have 
been profitable to them up to the present time. 

Employers as a rule declare their plans to be “ satisfactory ”’ 
or “successful,” and give as their reasons that thrift has been 
encouraged, that better relations are promoted between manage- 
ment and employees, and that the workers are enabled to share 
in the success of the company. Among businesses that have 
considered the adoption of a plan and have decided against it, the 
reasons that have weighed with them are that the stock was not 
of high standing as an investment, that it was closely held, that 
they were unwilling to assume responsibility for the investment 
of their employees’ savings, or that they did not relish the idea 
of sharing control with their employees. 

The authors’ answer to the usual argument against copartner- 
ship, that it would concentrate the worker’s risks and put his 
job and his savings at the mercy of the same set of industrial 
circumstances, is interesting, if not entirely satisfactory. They 
point out that in many large corporations the modern tendency 








96 THE ECONOMIC JOURNAL [MARCH 


to amass reserves is lessening the insecurity of their dividends, 
that preference shares may be issued if the future is doubtful, that 
the sense of proprietorship is always most satisfactorily felt where 
tangible things are in question, and that to some extent the 
employee knows his company from the inside. ‘ Until the 
present,” we are told on p. 89, ‘‘ most corporations have created 
no opportunity to buy other securities than those they are 
expressly offering, and no other agency, whether of organised 
labour or of a public kind, has extensively met this need, although 
various promising beginnings have been made.” We should 
have liked to hear about the part played by the Labour Banks, 
and of the other promising beginnings referred to. 

As a clear, impartial statement of American practice this book 
is unrivalled. The reviewer’s plaint can only be that the authors 
have allowed themselves too little speculative liberty, and in that 
little have been so careful to balance each pro with its opposing 
con that criticism is forestalled. The nature of the book demands 
an index, which unfortunately has not been supplied. 

JAMES A. BowIE 
School of Technology, 
Manchester. 


Family Allowances in Practice: an examination of the develop- 
ment of the family wage system and of the Compensation 
Fund principally in Belgium, France, Germany and Holland. 
By Hueu H. R. Vispart, M.A., N.Litt. (London: P. S. 
King & Son, Ltd. 1926. 10s. 6d.) F.SS. 

Family Income Insurance: a scheme of family endowment 
by the method of Insurance. By Joszpu L. Couen, M.A., 
with a preface by Extzanor F. Ratupone. (London: 
P. 8. King & Son, Ltd. 1926. 1s. net.) 


Tue question of family allowances in industry in this country 
has hardly as yet been brought into the realm of practical indus- 
trial and political consideration. Hence these two books, follow- 
ing closely on the Disinherited Family by Miss Rathbone, afford 
very valuable contributions to the study of the subject, and not 
the less so because they make the reader aware of the many 
problems connected with it which still remain to be solved. 
The first book deals in detail with the method of Family Allow- 
ances widely adopted on the Continent, by pools or “ Caisses de 
Compensation,” either regional or industrial, and by the direct 


payment of children’s allowances by the State to Civil servants, 
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and by a very large number of municipalities to their employees 
as a form of “cost of living’ bonus. The second advocates 
the payment of children’s allowances as an extension of the 
already existing social insurance schemes, regarding the advent 
of children as another “risk ” to be added to that of unemploy- 
ment, sickness, etc. Mr. Cohen has worked out very useful 
tables showing approximately what payment might be necessary 
from the State, employer and employed respectively, under the 
twelve different schemes of allowances which he outlines. These 
contain variations from a flat rate benefit of 6s. for each child 
under sixteen, to varied benefits of 5s. for the first child, and 3s. 
for each successive child under fifteen. There are many other 
possible variations which are not mentioned, such as the payment 
of no allowance at all or at a very low rate to the first child, with 
an increasing rate for further children—which is a very common 
practice abroad—and, on the other hand, limiting the allowances 
to four or five children, in order to meet the criticism that the 
lowest paid workers will otherwise be tempted to have even 
larger families than at present. 

Mr. Vibart’s book may be divided into three parts. The 
first is an attempt to analyse the basis of the present wage system 
with a view to showing that the payment of family allowances 
in addition to wages would not introduce a foreign element, but 
only a scientific development of the factor of needs already existent 
in varying degrees in all wage negotiations. The second part 
gives a full historical description of the schemes in Europe to-day. 
The third uses the experience of these schemes to meet many of 
the criticisms that any suggestion of this kind draws upon itself. 
With regard to the latter part, one is rather bewildered by the 
many points of difference in the schemes, and Mr. Vibart does not 
give the reader much help in deciding which of them is to be 
preferred. These chapters might be more valuable if the material 
in them was more co-ordinated under definite headings. To take 
one point alone, where regional schemes have been started, how 
have they overcome the difficulties that seem so insuperable here, 
and what reason did those employers whom Mr. Vibart quotes as 
speaking in favour of them give for doing so? However, this 
part is of great value in its indirect suggestions as to the pitfalls 
to be avoided if any scheme is to be acceptable to the workers 
in England. 

It seems certain that the workers abroad have no wish to 
return to the days when there were no such schemes, although 
they are anxious to take them out of the control of the employers’ 

No. 145.—voL, XXXVIL. H 








98 THE ECONOMIC JOURNAL [MARCH 


associations. In a majority of cases the payments are made 
direct to the mother, and this has produced no discontent on the 
part of the workers; it may even have made the scheme more 
acceptable to the bachelors. Where they are paid to the workers, 
special care is taken to separate them from the wages. 

At atime when it is becoming increasingly difficult, particularly 
in the competitive trades, such as coal, engineering, etc., to pay 
a wage to every male worker sufficient to cover the needs of 
even the married men with families of two and three dependent 
children, it seems vital for the future of the race to examine more 
closely the whole basis of wages. Hence the immense value of 
Mr. Vibart’s third chapter, which, however unorthodox it may 
appear to some economists, seems to throw an element of reality 
into the discussion of wages which is sometimes lacking. He 
maintains that in scarcely any wage settlement is the ‘‘ needs ” 
factor entirely absent, and that it is the interplay of three elements, 
the capacity of an industry to pay, the output of the worker and 
the “‘needs”’ of the worker, that ultimately determines wages. 
This third element is complicated by the varying needs of the 
individual worker according to whether he has dependents or not. 

The amount of influence that this can exert depends very 
largely on the strength of the workers’ organisation, unless a 
Trade Board exists, when it no doubt plays a rather more import- 
ant part. Arguing from the practice of Trade Boards, he urges 
that the introduction of schemes of children’s allowances in 
industry would only apply this factor of needs scientifically and 
justly, as between men and women, young and old. The present 
system already applies the “factor of output” quite unfairly 
as between men and women who are doing identical work, on the 
ground of needs; but are the needs of a bachelor more than those 
of a widow with children to support, or a woman with parents or 
an invalid husband in her care? Arguing by analogy, there 
seems nothing inherently unreasonable in discriminating between 
the married worker with dependent children and the worker 
without dependents. The principle is conceded with regard to 
unemployment benefits, where industry collectively sets aside 
certain sums for this purpose, and the worker receives them not 
according to his output, but according to his needs. The problem 
is more acute to-day, as Mr. Vibart shows, because marriages are 
later, and the proportion of married workers who have children 
in any number is much smaller; and it is therefore increasingly 
difficult for the family income to maintain a standard which is 
largely set by the childless families. The still high rate of maternal 
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and infantile mortality and the physique of a large proportion 
of the children in the national schools point to the same fact. 
Mr. Cohen stresses the fact that the family income should con- 
sist ‘‘ of the competitive wage of the bread-winners, together with 
an extra amount provided in respect of dependents.”” But it must 
not be overlooked that whether an employer pays money into a 
pool for the payment of allowances, or pays it in insurance 
premiums, the amount will in either case enter into the “ cost of 
production.”’ Knowledge of the facts of an industry, as Mr. 
Vibart points out, is the workman’s only safeguard against 
exploitation both now and under any scheme of insurance or 
industrial pool. Also any scheme must in the long run involve 
a redistribution of wages among the wage-earners, in favour of 
the married man with dependent children, just as sick or unem- 
ployment insurance involves redistributions in favour of the sick 
and the unemployed. The reader, after studying both these 
books, must consider which method is likely to be most acceptable 
to employers and workers in this country and have the least 
harmful reaction on production generally. On these points the 
writers give us little help. There is very much to be said for 
letting industry be responsible for its own workers; but, on the 
other hand, the nation as such undoubtedly has a responsibility 
to see that all its children are properly fed, and for practical 
purposes increased taxation is a difficult thing to contemplate 
in the near future. It is clearly time that this country seriously 
considered the whole question of family allowances, with a view 
to finding what scheme could be effectively worked here. Both 
these books should give a fresh impetus to the discussion. 
E. D. Layton 


A History of American Immigration, 1820-1924. By Gzorce M. 
STEPHENSON, Ph.D., University of Minnesota. (Boston: 
Ginn & Co. 1926. Pp. 316. 10s. 6d. net.) 


Principles and Practices of Co-operative Marketing. By E. G. 
Mears and M. O. Tosriner. (Boston: Ginn & Co. 1926. 
Pp. viii + 580. $3.20.) 


Ir is not mere chance that an economic historian transplanted 
from England to the New World takes special interest in the two 
problems of Immigration and Agricultural Co-operation. For 
the one deals at its origin with the mass movement of persons 
across the ocean; and the other at its conclusion with the methods 
of large-scale marketing developed by the modern farmer for the 
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profitable disposal of his produce at home or abroad. In Canada 
the complementary relation is more precise; for in recent years 
much of the immigration and all the assisted male migration have 
been with a view to land settlement, and to the farmers of the 
Canadian West the overseas market is vital. The problems, 
therefore, in Canada are twin problems. But in the U.S.A. the 
distinguishing features of the New Immigration, which was the 
great majority of all immigration between 1890 and 1914, are 
that it came from the agricultural regions of East and South-east 
Europe, and that the bulk of it went into industrial or mining 
areas—over 80 per cent. to a North-eastern zone, which is only 
18 per cent. in area of the continental United States. This fact 
was America’s post-war immigration problem; for the Oriental 
problem was solved by exclusion—of the Chinese in 1882 and 
of the Japanese by the so-called Gentlemen’s Agreement in 1907. 
The legislative prohibition of 1924, though it wounded Japan’s 
feelings, did not alter any fact. And as regards agriculture, most 
of America’s farming population is of native or ‘‘ old immigration ” 
stock, and the domestic market, by contrast with that of Canada, 
is to-day the market of outstanding importance. 

This History of American Immigration is an adequate specimen 
of what is called in America a College Text, with the usual good 
bibliography. After a brief and compact survey of the several 
streams of immigration, nation by nation, our author traces the 
impact on party politics and the role, usually passive, which the 
immigrant has played in the party game. Then follow the three 
best chapters in the book, setting out the sequence of regulation, 
which produced over the veto of President Wilson the Literary 
Test of 1917: itself a stepping-stone to the drastic post-war 
legislation of 1921 and 1924. By these acts immigration is 
limited to a percentage of the foreign-born of each nationality 
already in the States; 3 per cent. according to the census of 1910 
under the earlier Act, and 2 per cent. according to the census of 
1890 under the later Act. The policy of limitation and of favour 
within the limit to British and North European stock is carried 
still further by the last minute amendment to the Act of 1924, 
which will take effect in July 1927. This limits the total to 
150,000, as against 162,000, the 2 per cent. of 1890; and by being 
based on national origins, instead of foreign born only, it favours 
still further the British Isles; for the descendants of the Pilgrim 
Fathers and their generation are numbered now by millions. 
Since vacancies in the quota when not filled cannot be carried over, 
and since the British Isles will quite probably not be able to 
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supply their quota either directly or intermediately through 
Canada every year, the probable result will be to keep immigration 
well below the 150,000 mark—a notable contrast with the 1} 
millions of 1907 or 1914. The employers and the new Immigrants 
are naturally opposed to the restriction, but the employers have 
no chance against national feeling, and it is hoped that the new 
immigrants of pre-war days will be sufficiently Americanised in a 
few years to endorse the national view-point. If we are to 
criticise Mr. Stephenson, it is that he is so very sedate and non- 
committing. It is surface cultivation of a soil that is deep and 
angry; and so his book is less interesting than (to take one of 
many others) P. Roberts’ New Immigration (1912), which, though 
frankly a plea for the open door, and already proved false in 
forecast of policy, nevertheless digs into the realities of the 
immigration process and its economic significance to American 
industry. Part III of Mr. Stephenson’s book, Oriental Immi- 
gration, is hardly more than a bald survey of the leading incidents 
with a little very gentle criticism of the intolerant attitude, common 
to America and the principal British Dominions, and sadly opposed 
to the Christian ideals which the white men of these parts profess. 


In Principles and Practices of Co-operative Marketing, Messrs. 
Mears and Tobriner have attempted a more difficult task, which is 
the analysis, by subjects—Fundamentals, Law, Business Practice, 
Regional Characteristics—of that profoundly interesting and 
mainly post-war growth, Agricultural Co-operation in the U.S.A. 
One of the authors having special legal knowledge, the chapters 
on constitution of societies and co-operative law are very good; 
and as the co-operative legislation of the different States varies 
considerably, this is important. The chapters on Business 
Practices (Handling, Financing, Marketing, ete.) are also good, 
for here America understands, as perhaps no other country, what 
she is about; and though, in fact, there is genuine idealism in the 
movement, American co-operators themselves, mindful of 
Utopian wrecks in the past, are among the first to stress the 
business side. In America you must “sell” co-operation, the 
genuine article no less than the false. A book such as this, with 
its detailed figures and charts, is only possible through the 
admirable co-operative compilations of the Bureau of Agricultural 
Economics at Washington; and the lack of similar work at 
Ottawa is for Canadians a very sad thing, seeing that the Wheat 
Pools are making history even more decisively than have the 
Californian Fruit Growers and their many imitators in the field of 
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perishable fruits. The authors write from the Pacific Coast, but 
one of them is an Easterner by training and previous occupation, 
and thus the balance is well preserved. As they urge, co-operative 
marketing in the States is much more than the California Plan, 
which itself is not one plan but many; and they are shrewd enough 
to abstain from a futile balancing of the federal with the unitary 
organisation and selecting one, regardless of time, place and 
commodity, as more truly co-operative. Nevertheless their book 
does not make easy reading, especially for a foreigner, for its 
580 pages are loaded with figures, percentages, and excerpts from 
the practice of individual societies, so that the reader at times can 
hardly see the wood for the trees ; and they tabulate opinions with 
the same ruthlessness as they tabulate facts. Professor A gives 
ten reasons for co-operation and three against ; Professor B, seven, 
and so on. Moreover, it seems to us that when the authors go 
outside their own field, which is co-operative marketing in the 
U.S.A., they are superficial. Thus, on p. 93 an analogy is 
attempted between the industrial union and the craft union on 
the one hand, and the commodity organisation and locality 
organisation on the other. But the craft union is, first, not a 
locality organisation. It is the national organisation of a single 
craft, cutting across the vertical organisation of the productive 
sequence. And again (p. 226), those agricultural co-operatives 
(such as the Canadian wheat growers and the Californian dried 
fruit organisations), which dispense with capital stock, are wrongly 
contrasted with the “ Rochdale scheme of Consumers’ Co- 
operation,” in which, of course, capital stock is present. The 
Rochdale scheme is not “in essence this plan of cash payment 
coupled with the issue of capital stock.” The essence is the 
dividend on purchases; and when, as with the Canadian wheat 
growers, the market operations are financed by the withholding 
of payments and all the proceeds of the crop, some sums needed 
for income and working expenses are returned to the farmer in 
proportion to his deliveries. Then there is a very genuine 
analogy between the patronage dividend of the store and “ profits 
back to the grower.’ For both avoid the situation which is 
fatal to all genuine co-operation—a disharmony between capital 
ownership and the use of the co-operative by its members. But 
it is ungracious to stress the shortcomings of a book which fills a 
difficult gap better than any other to date, which is judicious, 
sensible, and amply documented, and which will at any rate 
consign to the dust-heap some of those anti-co-operative trade 
publications which “‘ the trade ” so readily bestows upon seekers 
after co-operative light. C. R. Fay 
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Marketing of Agricultural Products. By James E. Boytn, Ph.D. 
(McGraw-Hill Publishing Co., Ltd. 1925. Pp. viii + 479. 
17s. 6d.) 


At the present time there is no problem the solution of which 
would do more to strengthen the economic position of the British 
farmer than that of the elimination of inefficiency in the marketing 
of his products. This is true, also, in varying degree of most 
countries, for in spite of the fact that the principles underlying a 
sound system of distribution have long been determined, and that 
these are clear and precise, their practical application presents 
many difficulties which have still to be surmounted. In all the 
more civilised countries of the world, the organisation of the 
distributor has proceeded more rapidly than that of the agri- 
cultural producer, and in Britain, particularly, the farmer has 
been less quick than the trader to learn the advantages of com- 
bination which wartime control of distribution emphasised so 
strongly. Take the case of meat. Meat is still marketed on the 
hoof by individual feeders in their nearest market, where it is 
bought by organised middlemen who have learned the folly 
of cut-throat competition. The farmer, in fact, still follows 
traditional practice, which was evolved when the district of which 
his market-town is the focus was more or less self-sufficing, and 
which takes no account of the complex changes introduced by the 
development of great centres of consumption. Take, again, the 
case of milk. Here the producers have combined so as to bargain, 
with one voice, with the organised distributor. But the pro- 
duction of milk for sale as such is twice the quantity required by 
the public for liquid consumption, so that the effective control 
of price is in the hands of that party to the bargain who is equipped 
to manufacture the 50 per cent. of surplus. This is the distributor, 
not the producer, and the organisation of the latter for purposes 
of price-fixing is stultified.? 

It is paradoxical, but true, that efficiency in marketing is the 
more difficult to secure as good markets abound. Thus, the 
Danes, with no outlet at home for the bacon and butter which they 
produce in great quantity surplus to their own requirements, 
have been compelled to organise a highly efficient marketing 
machine in order to find one overseas. The same is true of 
Californian garden produce. In this country, on the other hand, 
where the farmer cannot produce one-half of the food require- 

1 See F. J. Prewett, The Marketing of Farm Produce: Part I. Live-stock 


(Oxford University Press). 
2 Prewett, op. cit., Part II, Milk. 
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ments of the people, the ease of sale acts as an effective deterrent 
to the organisation of an efficient system of distribution. 

Dr. Boyle’s study of agricultural marketing is based exclusively 
on American experience. It is divided into two parts, ‘“ Prin- 
ciples ” and “‘ Programs ” (i.e. practice). Under the former head 
he discusses all the fundamental questions: the effect of the 
consumer’s preference; the place of the middleman; problems of 
transport; grading, standardisation, and so forth. After pro- 
ceeding to consider other marketing principles, such as pooling, 
and the problem of surplus production (“ there is the stubborn 
fact that the human stomach can be expanded very little ’’), he 
concludes the first division of his subject with chapters dealing 
with the distribution of particular commodities. 

Three-quarters of the book are absorbed in this way, ‘‘ Pro- 
grams” occupying the smaller part. Under this head Dr. Boyle 
has much to say about Co-operation, and he has no illusions about 
it. “It is not a question of how much nervous joy or spiritual 
exaltation may be had out of co-operative selling, but the plain, 
cold business question of net cash returns.” At the same time 
he claims that the United States leads the world in most forms 
of agricultural co-operation. 

It is not possible to comment on Dr. Boyle’s book in any 
detail here. It represents an immense amount of careful work, 
but it would be none the less valuable if it were heavily cut. It is 
overloaded with statistical matter, useless in this connection 
(“ robbery ” accounts for 0-08 per cent. of the loss of live-stock in 
transit), and with analogies and comparisons with other industries 
which tend to take the reader’s mind off the main subject— 
agriculture. To the British reader discussions of market specula- 
tion in food products are a little unreal, and the long lists of 
questions for students with which each chapter concludes are 
typical of the country of origin. On some important points, too, 
Dr. Boyle seems rather to shirk the difficulty presented. At the 
present moment the problem of manufacturing surplus milk 
dominates the milk marketing position in England. ‘‘ Who can 
operate the manufacturing business more efficiently, farmer or 
dealer ? ” asks Dr. Boyle, and leaves it at that. But these defects 
only serve to emphasise the general usefulness of the book for the 
purpose with which it was written, namely, that of a handbook on 


marketing for agricultural students. 
C. S. Orwin 


Instituie of Agricultural Research, 
Oxford. 
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Combination in the American Bread Industry. By Caru L. 
AtsBEeRG, Director, Food Research Institute. (Stanford 
University Press, California. 1926. Pp. v + 148. Price 
$2.) 

THE Food Research Institute: was founded by the Carnegie 
Corporation of New York in 1921 in conjunction with the Trustees 
of Leland Stanford Junior University, California. It has already 
_ published a valuable series of “‘ Wheat Studies,” and the present 

publication is the third dealing with the baking industry in a 

miscellaneous series. The Director has now adventured into a 

region of which little is known except that for the last two years 

it has been in a condition of rapid change, and has performed the 
invaluable service of showing us the progress of combination 
while it is still in course of development. 

At first sight the baking industry does not offer-a favourable 
ground for combination. Bread-baking, taken separately from 
biscuit manufacture, is a widely-distributed, small-scale trade. 
Despite the advances in the application of baking machinery, “ the 
most important step in the bread-making process, fermentation, is 
of necessity a small-scale operation,” and, therefore, “the large- 
scale manufacturer can achieve mass production only by multiply- 
ing small units.” Examination of the figures of the United States 
Census of Manufactures for 1919 shows that the value of product 
per wage-earner was greatest in the baking industry for the 
group of 1091 establishments with outputs between $100,000 and 
$500,000 and employing on the average under 24 persons; the 
value added by manufacture per wage-earner grew, it is true, with 
the growth of the establishment in size, but slowly, being $2963 for 
the group just mentioned and $3450 for establishments with an 
output of $1,000,000 and more. Difficulties of superintendence 
are very great in the large bakery, and the necessity of distributing 
the bread in a fresh state prohibits marketing over a wide area 
from a central institution. 

There are, consequently, technical limits to the size of bakeries ; 
but the question whether there are limits to the size of a cor- 
poration operating a chain of bakeries is still open. “The 
principal advantages of centralization of management,” concludes 
Mr. Alsberg, “‘ will come from pooling of purchases, from better 
technical control of manufacturing operations, from the possibility 
of comparing a large number of plants. Against these must be 
balanced the danger that a large number of plant managers each 
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as big as the nearly independent character of his position demands 
cannot be secured.” 

There were about 25,000 bakeries in the United States in 1920, 
and in 1917-18 over 800 baking plants were operated by concerns 
having two or more establishments and doing about 27 per cent. 
of the commercial baking of the country. Some bakery enter- 
prises were of considerable size even before 1900, and they grew 
not by combination but by the building of new plants, by purchase 
of competitors, and by purchase of plants to secure an entry into 
new territory. From about 1907 there occurred consolidations 
of competing bakeries, either voluntarily or under the compulsion 
of creditors, in order to avoid the results of cut-throat competition. 
Shortly afterwards began an “ efficiency ” combination ‘‘ aiming 
to bring under one management bakeries in different cities.” 
Both movements still continue, but the period for which they were 
characteristic ended in 1922. ‘‘ A new stage in the evolution of 
the industry in the United States ” was opened in 1923 by the 
formation of the first holding corporation in baking, The United 
Bakeries Corporation. An intricate series of formations, 
purchases, and sales followed, in all of which the Ward family 
were prominent. By the end of 1925 there were three quite 
large combinations, the Continental Baking Corporation, the 
Purity Bakeries Corporation, and the General Baking Corporation, 
besides the Southern and some other smaller but important 
consolidations. There was also the Ward Baking Corporation 
and large wholesale and retail concerns mainly local in character. 
** There is no evidence of interlocking directorates, though certain 
of the combinations have some officers that were formerly closely 
associated with some of the officers of other combinations. More- 
over, there is evidence of substantial stock ownership by the 
same persons in a number of different combinations.” * 

The available particulars regarding the different companies 
or corporations are given in an appendix. It is difficult to measure 
the position which the baking combinations hold in the industry, 
but it is far different from that of the two companies which 
produce about 65 per cent. of the output of biscuits in the States. 
Mr. Alsberg concludes that commercial baking will grow with the 
growth of population and at the expense of home baking. 
Monopoly is “extremely unlikely’ owing to the difficulties 
already described. “Nevertheless it is evident that bakery 
combinations are likely to be a success for a time, because of the 
low average efficiency of the industry as a whole.” With growth 
in efficiency success will lie with bakers operating plants close to 
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the optimum size, the size of the concerns and the number of 
plants they own varying with the managerial ability of the owners. 
Chain grocery stores that sell bread as a leading line may also 
increase the practice of baking their own bread. 

There is not much information as to the character of the 
financing of the bakery mergers, though over-capitalisation, in 
some cases at least, is certain.- The prospect for investors 
depends on the management, which at present seems to be able. 
Mr. Alsberg does not think that consolidated buying is likely to 
affect the miller detrimentally, still less the wheat farmer. 
“ Vertical integration ” of baking with milling he does not regard 
as in the present line of development or likely to be profitable. 
With regard to the public, the ‘‘ most probable benefit is the 
speeding up, through sharpening competition, of the achievement 
of greater efficiency by bakers in general—a process of evolution 
already going on. . . . On the other hand, there is no certainty 
that the great concern will speed up progress. -The larger 
independents are quite as likely to force efficiency and progress 
on the combine as the other way round. On the other hand, there 
seems as little likelihood of results antagonistic to the public 
interest. There seems to be little danger of monopolistic price 
control, of objectionable policies toward labour, of serious danger 
to millers or wheat growers. There may be great disappointment 
of investors.” 

Mr. Alsberg fears that his essay “ will satisfy neither pro- 
gressives nor conservatives,” but he can, in any event, comfort 
himself with the reflection that he has succeeded in his purpose, 
“to furnish the reader with a sound basis for forming a reasoned 


judgment.” 
H. W. Macrosty 


The Tariff on Wool. By Marx A. Smitu. (London: Allen & 
Unwin. 1926. Pp. xxii + 350. 10s.) 


Tue present volume on The Tariff on Wool is one of the series 
issued by the Institute of Economics, and, like other studies in 
the same series, is inspired by the laudable motive “ of ascertain- 
ing the facts about current economic problems.’ From the 
Director’s preface it is gathered that the Institute has undertaken 
an analysis of the entire American system of customs duties, and 
that as a method of approach it will in the first place publish a 
series of special investigations on the tariff as it affects particular 
lines of production, of which indeed one has already appeared. 
Mr. Smith’s work might therefore be described as a footnote to the 
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eternal controversy on Protection and Free Trade—a bulky and 
somewhat exhausting footnote, it is true, and perhaps, like other 
footnotes, in danger of being neglected by the reader who prefers the 
less gritty flow of words in which the general arguments on the 
two sides are usually pitted against each other. Nevertheless, 
to those countries which are blessed with a tariff, tariff questions 
are pre-eminently practical questions of administration with a 
record of oscillations, sometimes fairly rapid oscillations, between 
different altitudes of tariff. Granted, then, a sufficiently acute 
observer and chronicler in that economic laboratory which is 
constituted by the United States Tariff Administration, it ought 
to be possible, quite apart from any general argumentation, to 
deduce what have, in fact, been the consequences, to the nation 
and to groups of individuals, of the tariff on particular 
commodities. 

Mr. Smith’s careful study is, very logically, divided into three 
parts. There is, first, an account of the sheep industry through- 
out the world; secondly, there is a narrative of the history of the 
wool duties, and thirdly, a discussion of present problems. Wool 
is the product of the sheep, or, to be more precise, it is, as every 
first-year student knows, a joint product of the sheep along with 
mutton, and to a large extent the development of the sheep in- 
dustry has been dominated by the fact that the sheep yields joint 
products. Broadly, the history of the sheep industry in America 
has been marked by a migration of sheep westward, the range 
system of breeding, primarily for wool, being replaced by a system 
under which sheep tend to become a by-product of general farming 
and to be viewed as potential mutton rather than as potential 
wool. This inevitably is accompanied by a change in the breed 
representing the “‘ mode ”’ in sheep, the merino being driven out 
by the cross-bred. The consequence is that in America the pro- 
duction of wool is no larger than it was thirty-five years ago. Nor 
is this phenomenon confined to America. Speaking generally, 
and subject only to minor qualifications, the tendency is towards 
a shrinkage of the wool supply of the world. So far as the tariff 
question in the United States is concerned, this means that the 
severity of foreign competition tends to be correspondingly 
mitigated. 

The detailed history of the Wool Tariff, who may read and 
remember? In recent years wool was placed upon the free list 
in 1894, and so continued until 1897. The abolition of the tariff 
was certainly followed by a very considerable diminution and 
neglect of sheep, but it may be that this is merely to be regarded as 
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the culmination of a series of events which was in any case diminish- 
ing the profits of sheep. Mr. Smith’s view is that down to 1913 the 
effect of the tariff was overshadowed by other and more general 
forces, such as the competition with other kinds of farm enter- 
prise and the increased use of cotton and shoddy. The duty on 
wool was again abolished in 1913, but, the war supervening with 
all its complications of Government control, no legitimate infer- 
ences can be drawn as to the consequences of this step. 

It is round the emergency tariff of 1921 and the Tariff Act of 
1922 that the present controversy centres. This latter Act, 
by which the rate was finally fixed at 31 cents per scouree oound, 
gives wool a greater measure of protection than has preve ed at 
any previous time, apart from the minor exception of the emer- 
gency tariff. It is also a notable measure, because it revises the 
old-established classification, and it is further designed to abolish 
the ‘‘ concealed protection ’’ to the manufacturer resulting from 
the compensatory duties on woollen goods, which had got out of 
gear at an early period in their history. What (and here we 
come to the third part of Mr. Smith’s dissertation) has been the 
effect of the tariff? What, in view of these effects, should future 
policy be ? 

At this point we touch more closely on matters which are of 
common concern, and perhaps for most readers the interest here 
will be occasioned by a question which will inevitably arise in 
hisown mind. Ostensibly confined to the particular case of wool, 
how far are these arguments of general applicability, with almost 
as much point in the main argument on Protection as in 
an exemplificatory footnote? Here, as elsewhere, there are 
divergent views, occasioned by divergent interests, by varying 
emphasis on long-time and short-time policy, and by other 
considerations. Here, as elsewhere, it is true that there is ‘‘no 
permanence in industry, even in the absence of tariff revision ”’ 
(p. 189). It is probably true in all cases (although it is here 
argued with much cogency in the particular case in question) that 
there can be no scientific basis to determine the amount of a duty, 
and that “‘ the difference in the cost of production at home and 
abroad ” (p. 194) is a deceitful guide and that others are equally 
illusory. The “ pyramiding ” of increased cost is no doubt also a 
common feature. Probably indeed the two considerations which 
are peculiar to wool—and they are of the utmost importance— 
are those already noted ; firstly, the natural world-wide tendency 
towards a shrinkage of the wool supply occasioned by sheep sink- 
ing to a by-product of general farming, and secondly the fact that 
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the returns for sheep are derived jointly from wool and mutton. 
For this latter consideration means that if the producer, under the 
stimulus of a tariff, raises more sheep, they will incidentally produce 
more mutton. What they may gain as the result of higher prices 
on the one commodity they may lose by the glut occasioned in 
the other. The general summing-up of the essay is heavily in 
favour of free imports of wool, tempered by a recognition, which 
almost sounds like an echo of Adam Smith, that “‘ the fact must 
be faced that there is at present a duty,’ and that ‘‘ reduction 
would bring loss to all engaged in sheep raising, and to some it 
would doubtless bring bankruptcy ” (p. 285). In conclusion, it 
may be permissible to recall the findings of Professor Taussig, 
written some years ago, before the more recent changes in the 
American tariff. “‘ Surveying the situation as a whole,” he said, 
“it is difficult to see any ground for the maintenance of duties 
upon wool except that of extreme and even fanatical protection- 
ism,” and then, after a summary which is strikingly in accordance 
with that of Mr. Smith, he added, that “ if foreign supply is ever 
admitted to be advantageous, it must be so in the case of wool.” 
ALEXANDER GRAY 
The University, 
Aberdeen. 


The American Wool Manufacture. By A. H. Cote (Cambridge, 
Mass.: Harvard University Press. 1926. 2 vols. $7.50.) 


Tuis is a history, economic, technical and commercial, from 
the earliest times, with a description and analysis of existing 
conditions. The technical thread is so closely twisted with the 
others that it is not quite easy to review the book without assuming 
knowledge of ring-doffers or Noble combs. But the main tethnical 
conclusions of interest to economists can be isolated. They are, 
that in what may be called the American woollen age, down to 
about 1850, America made very important contributions to the 
mechanism of the industry—Dorr’s shearing machine of 1792; 
Goulding’s ‘“ doffing” and “ condensing” arrangements of the 


*20’s, as a result of which the wool could go straight from the 
carding engines to the spinning, without going through the 
intermediate process of ‘‘ slubbing ” on a “ billy’; and Cromp- 
ton’s “dobby” loom for fancy weaving of 1839-40. Sub- 
sequently, when America took over the modern worsted industry 
whole, she took European machinery, already very highly 
developed, and continues to use it. In 1910 (II. 82) all the 
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‘“‘ French ” combs in use were foreign built. So were 85 per cent. 
of the Noble (English) combs and 95 per cent. of the gill-boxes, 
which come between the comb and the spinning frame in the 
Bradford system of spinning. All that America has done latterly 
on the mechanical side has been to adapt the Northrop automatic 
loom for plain weaving. 

Mr. Cole stresses the fact that, in the evolution of the American 
industry, only two types of organisation have really been repre- 
sented—household industry and factory industry. There was 
neither a real handicraft nor a real outwork stage, though there 
was true handicraft in the early worsted manufacture (I. 19). It 
was to a country with household industry that the notorious 
English Act of 1699 applied. Mr. Cole finally disposes of the 
many misconceptions about that Act, with some of which Professor 
Ashley dealt long ago. It was “ harmless,” and “ the difficulties 
of administration rendered ”’ it ‘‘ still more innocuous” (I. 43). 
There really never was the basis of an export trade from states 
where so very little cloth was made for market, so much on the 
farms for family use. When factories began, after independence 
had been won, they generally started at the small fulling mills 
which had been set up in the more densely populated districts for 
the convenience of the household industry. To fulling machinery 
the new carding machinery might be added—and so forward. 
Much of the capital came, as so often in history, from commerce 
(I. 227). Meanwhile the towns and the well-to-do bought 
imported cloth, as did the plantation-owners for their slaves; 
though there was a little slave industry and plenty of rustic 
white household industry in the South. The early mill-owners had 
the trouble in getting labour which one would expect. We hear of 
pauper ’prentices from the New York Almshouse about 1815 
(I. 235); more often of the hiring of whole families who are lodged 
in homes belonging to the employer. By 1830 there were a few 
really big factories (262 employees is the highest figure given), 
many small ones, and a household industry which still supplied 
well over half the country’s needs (I. 261). 

The worsted factory industry only really began between 1859 
and 1869, after all the critical inventions had been made in 
Europe. Its rise inevitably brings the tariff on to the stage. On 
tariff matters Mr. Cole is deliberately non-controversial. He 
treats the tariffs just as data and discusses their influence. On 
the whole he tends to minimise it. Things, like the decline of 
broadcloth, were attributed to a “‘ free-trade ” tariff which were 
really due to something else. The tariff helped the late nineteenth- 
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century worsted industry; but more important were the technical 
and commercial changes which gave America good supplies of 
combing wool. When only long wool was combed her position 
had been very disadvantageous. But Mr. Cole does not under- 
estimate the importance of the terrific Republican tariffs of the 
last thirty years: ‘‘ no considerable portions of the manufacture 
could as yet stand the full and direct competition of foreign 
industries” (II. 37). But for the tariff “‘ we’d shut ’°em up in a 
week,” the more concise Yorkshireman used to say. 

It is impossible here to summarise at all fully the thorough 
analysis of existing conditions given in Vol. II. Hours are now 
down about to the European level. Trade Unions are very weak. 
The personnel is hardly 100 per cent. American. Localisation is 
marked, especially of wool dealing and the worsted industry in 
New England. Marketing is dominated—as was to be expected— 
far more than in England by the bulk demand of the wholesale 
clothiers and the department stores. Golf and motoring have 
caused a revival in the manufacture of woollens—tweeds and 
overcoatings. The production of worsted tops for sale has made 
great progress in the last twenty years, but the English type of 
top-maker has not developed. The sanguine attempt of the 
American Woollen Company to create an export trade, in 1917-19, 
met the fate which might have been expected. In 1921 the 
Products Company, formed to carry it on, was liquidated (II. 243). 
About the great Woollen Company itself, not a monopoly but a 
dominant force in the market, Mr. Cole has much to offer; but 
as “‘ the data published . . . are not adequate to give basis for 
very definite conclusions ”’ (II. 247) about its earnings, one rises 
from the meal imperfectly fed. 

A book of learning and of the greatest interest to what one 
might label a textile economist, but perhaps a little diffuse both 
in structure and style. It is rare to find a gap in an American 
bibliography, but Mr. Cole has missed James Burnley’s History 
of Wool and Wool-combing and Professor Daniel’s Harly History 
of the Lancashire Cotton Industry. The latter would have helped 
to solve an obscure little technical problem in which he is 
interested—the origin of the “ billy.” 

J. H. Cuaryam 


King’s College, 
Cambridge. 
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Der Weltmarkt 1913 und Heute. By Dr. Hermann Levy, Berlin. 
(Teubner, Leipzig and Berlin. 1926. Pp. 116.) 


Dr. Levy is not unknown to readers of this JouRNAL,! and 
his present book, from its subject, may well have an even better 
reception than his previous economic writings. It is a remarkably 
clear and sane survey of the industrial, commercial and fiscal 
effects of the War, with enough and not too much on the currency. 
Where political matters come in, as is unavoidable now and then, 
they are discussed without animus. The present chaos (says our 
author, p. 101) was foreseen by no one. Some of us, however, 
remember how impressively Viscount Grey foresaw it and 
impressed it on us, at the very outset of the War. 

We need not reproduce the details from the book before us. 
Suffice to say that Dr. Levy gives us a painfully frank picture of 
facts painfully familiar to us all. One leading cause, he says, of 
the continuance of the present trouble is the desire that seems 
to possess every nation, small or great, oriental or occidental, to 
stand alone economically, to secure an impossible and uneconomic 
independence of all the rest of the world. This struggle for 
Selbstversorgung (p. 73, etc.) is seen in the English Safeguarding 
Acts and Colonial policies; it is seen in the endeavour of the 
United States to shake themselves free industrially and com- 
mercially from Europe (Enteuropdisierung, 75 seq.). The 
author makes full allowance for the spur given by the War to 
inventions (e.g. of substitutes for imported materials and imple- 
ments). Many of them have survived the War and might have 
remained with us without any perverse new policy to account for 
their remaining (p. 46). But, he says, if this were all that had 
happened, there would have been a bent towards cheapness and 
less cost, whereas the outstanding fact is general dearness and 
greater cost, not to be explained by inflated currencies (p. 40 seq., 
esp. p. 43). Instead of trying to make the cost as small as 
possible by widening the market, the nations, one and all, are 
straitening the market and raising tariff walls.2 Yet greater 
production at less cost is the great need of the time (p. 108, etc.). 
Readjustment of War debts would certainly help us all, especially 
the weaker brethren. Dr. Levy does not press this point too 
much; and his stress is rather on the need for fiscal reform, in 
which he seems to include a departure by England from its All- 


1 His Large and Small Holdings in England was reviewed in 1911, p. 527; 
Monopoly and Competition, 1912, p. 89; Economic Liberalism, 1913, p. 413. 

2 See Sir Clive Morrison Bell’s raised map shown in The Times of Oct. 1, 1926, 
and exhibited all over England. 
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British commercial policy (pp. 68, 109). A general international 
conference on the fiscal question should be recognised as a measure 
of extreme urgency (p. 110). He thinks there is no salvation, but 
rather perdition, in such international proposals as that of a 
universal Eight Hour Day, in which he sees mere protectionism 
on the part of the British workman anxious to make his com- 
petitors rise to his level of cost of living (p. 111). He has com- 
mendation, if not generally speaking for the Labour Party, at 
least for the Labour Government, which by the appointment of the 
Committee on Industry and Trade (1924), quoted usually as the 
Survey of Over Seas Markets, has provided him with a large 
portion of his facts and figures (passim and esp. p. 115). This 
does not mean that he accepts all the Committee’s deductions 
from their evidence (see e.g. p. 68, note). 

He is not himself, to use his own phrase, ‘a despairing 
hypochondriac ” (p. 101), but believes there will be a change for 
the better. There may, after all, he thinks, come a time when 
nations will enter conferences with something better than the 
selfish desire to cast their burdens on their neighbours (p. 113). 
“In the which hope I blush and hide my sword.” But the day 
of international public spirit makes few signs of its coming, 
whether in East or West or any other point of the compass. 

J. Bonar 


The Limited Market. By P. W. Martin. (London: George 
Allen & Unwin. Pp. 123. 4s. 6d.) 


Ir we pass on this book a judgment which the author may feel 
is harsh, he will probably comfort himself with the rejoinder that 
his arguments have been misunderstood, but he is not entitled 
to say that the misunderstanding is wilful. Mr. Martin views 
the trade cycle as a recurrent scarcity of markets, caused by the 
fact that the “ community does not use all its buying power to 
pay for goods.” There is the negligible leakage of hoarding, but 
*‘ the real flaw in the machinery (of production and consumption) 
lies in the fact that to a very considerable extent buying power 
is used not to pay for goods, but to induce the production of more 
goods.” This looks like a descendant of Mr. J. A. Hobson’s 
family of over-savers, but as we proceed, we discover that Mr. 
Martin has no grievance with savings applied to construct 
factories or machines, for this is just the same as spending, 
since “‘ buying power is being used to pay for goods.” The villain 
of the piece is saving, whether by individuals or in the form of 
company reserves, which is used as “ liquid” capital, that is, 
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to pay wages. “ The flaw in the price system arises when money 
that has been paid to labour and capital as the price of their 
services, instead of being used by them to pay the price of goods, 
short-cireuits back to industry and is used a second time in 
succession to pay the price of labour, 7.e. to induce the production 
of more goods. To such an extent as this occurs, markets for 
goods must necessarily be lacking.” ‘‘ From time to time industry 
must increase its liquid capital. This means that part of the 
community’s buying power which is needed to pay for goods, if 
equilibrium between the flow of prices is to be maintained, goes 
instead to induce the production of more goods for sale.””’ Now 
puzzle our brains as we may, we cannot see why liquid capital is 
more wicked than any other kind of saving. It surely makes little 
difference whether I induce the production of more goods by 
building a new factory, or by increasing my working capital so 
that I may employ a second shift of workers. We can under- 
stand Mr. Hobson’s theory, whatever we may think of its validity 
as the cause of the trade cycle, but we cannot understand how 
Mr. Martin has come to repudiate any connection with him. 
Having thus unmasked the villain, Mr. Martin reveals two 
heroes, whose combined strength is, however, insufficient to 
neutralise the evil doings. The flaw is partly offset by the 
piling up of stocks of goods—a questionable fact in the early 
stages of a trade boom—and secondly by the reinforcement of the 
community’s buying power through an increase in metallic 
currency, Government paper money, and/or bank credit. But 
these reinforcements of buying power are necessarily either less 
than sufficient, or more than sufficient, to counteract the flaw, 
and the ultimate result is the same in either case. This is the 
main cause of the trade cycle, but various time-lags and psycho- 
logical factors increase the oscillation. The remedy is to arm 
the second hero with the powers of the State. ‘‘ The first step will 
be for the Government, acting in agreement with the banks, to 
increase buying power until unemployment is reduced to its 
minimum. From that time on the Government and the banks will 
endeavour to adjust the additions to the community’s buying 
power, so that it shall always be exactly sufficient to provide 
an adequate market for the goods offered for sale. Their guide 
in this will be the price-level.”” This is not, however, the same 
as the proposals of Professor Irving Fisher, Mr. J. M. Keynes and 
others, for they desire the stabilisation of the price level as “‘ an 
end in itself,”’ while here it is “‘ a means to anend: that end being 


the scientific adjustment of buying power so that there shall 
12 
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always be markets for the whole product of industry.” This 
distinction seems rather fine, especially when the explanations 
in previous and subsequent sections are considered. It would 
have been more interesting perhaps if the author had compared his 
conclusions with those of Messrs. Foster and Catchings, and also 
perhaps Major Douglas. 

Mr. Martin’s diagnosis, in so far as we understand it, seems 
fallacious: his remedy is nothing new, and he adds nothing to the 
armoury of the advocates of price-stabilisation. But his book 
is nevertheless most attractively written; he undoubtedly has 
the power of forceful exposition and the ability to make economics 
vividly interesting. We shall greatly look forward to his next 
book—so long as it is not on the trade cycle. 

J. W. F. Rowz 
School of Economics, 
London. 


Davide Ricardo. By A. Loria. (Roma, 1926. Pp. 52.) 


Ir is a remarkable fact that perhaps the greatest intellect 
which has turned to economic science should have been so 
neglected by the biographer. A very successful business man, a 
thinker of the highest order who shed enduring light on some 
of the most difficult aspects of economics, an influential member 
of Parliament, and in private life a charming and attractive 
personality, Ricardo still awaits a personal recognition which is 
his due as one of the outstanding figures of the nineteenth century. 

Ricardo’s position amongst economists is in striking contrast 
to that of Adam Smith, who had the immense advantage of joining 
to an unrivalled range of vision an eye for significant and 
picturesque detail and a style which will always make The Wealth 
of Nations one of the classics of English literature. Ricardo, on 
the other hand, has suffered from his difficult and often obscure 
manner of writing, from his lack of systematisation, and from 
his concentration on a narrow field comprising the most difficult 
and fundamental of economic problems. He did very much to 
enlarge the confines of economics, and his fundamental achieve- 
ments have since been added (though some only recently) to the 
common stock of economic knowledge, but his work was greatly 
affected by the peculiar conditions of the times in which he wrote. 
The Wealth of Nations is far more modern in thought and 
expression than The Principles of Political Economy, and it 
remains to this day amazingly fresh and suggestive. The present 
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reviewer can remember on several occasions hearing Marshall, 
who certainly could not be accused of lack of respect for Ricardo, 
make use of the phrase, ‘‘ Back to Adam Smith ! ” when discussing 
the future progress of economics, but never “ Back to Ricardo ! ” 

Professor Loria in his tiny study makes up in ardour what he 
lacks in space in which to develop his subject. He is the most 
enthusiastic of disciples, indeed he'is plus ricardien que Ricardo, 
for, like McCulloch he reproaches his master for failing at times 
to carry his system of thought to its logical conclusion. Thus he 
regrets that Ricardo should have held that the value of money is 
governed by its quantity instead of by the quantity of labour 
incorporated in it. He refers to the famous letter of Ricardo to 
McCulloch just before the former’s death, in which he complains 
that he is tormented by the problem of reconciling his doctrine 
on the theory of value with the fact of the increasing value of 
wine which matures with age without any addition of human 
labour. Professor Loria makes the witty comment that “ Ricardo, 
as a theorist of value, drowned himself in a cask of wine.” He 
believes, however, that Ricardo, had he lived, would have found 
the way out of his difficulty, ‘for the maturing of the wine 
resolves itself in fact into the accumulation of a technical capital, 
which creates a value exactly equal to the quantity of labour 
which has produced the wine multiplied by the rate of profit 
during the period of maturing.’ We wonder how many 
economists of the present day would agree with Professor Loria’s 
explanation. 

The writer brings out, though all too briefly, the immense 
importance and originality of Ricardo’s discoveries in the realm 
of currency, banking, foreign trade and exchanges, especially in 
their relations to the problems of post-war finance. Here at 
least Ricardo is in no sense out of date, and Professor Loria 
rightly emphasises that the new light which appears to have been 
shed on these matters since the war of 1914 consists very 
largely in the development of principles already clearly laid down 
by Ricardo a hundred years ago, but forgotten by the majority 
of economists. In regard to these questions the world both of 
theory and practice has had to go back to school and sit again at 
the feet of Ricardo. 

C. W. GuUILLEBAUD 
St. John’s College, 
Cambridge. 
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Economie Development of Modern Europe. By Freprric A. " 
Oce and WaLTER R.SHarp. (Macmillan, 1926, pp. xv + 861. - 

16s.) a 

THE appearance of Frederic A. Ogg’s well-known volume on the it 
Economic Development of Modern Europe in a new edition is a es 
valuable contribution to the text-book literature on European cr 
economic history. The events of the past ten years made such a le 
revision imperative. As in the earlier edition, the years preceding 81 
1750 are given but scant attention. Throughout the volume the b 
economic development of Great Britain, France and Germany is t 
stressed. The discussion of other European countries is inci- 8 


dental, only Russia being allotted a separate chapter. In some 
respects the new edition of the book is better balanced than the 
old. Even though the number of pages devoted to a discussion f 
of labour legislation, socialism and social insurance remains ; 
the same (pp. 355-611), this emphasis is less striking, since a great ] 
deal of new material of a more general character has been added. 

*‘The new world in which economic life is now lived,” write 
the authors in the preface to the revised edition, “has made it 
necessary . . . to range considerably more widely, geographically 
and otherwise.” This fact is clearly recognised in Section V, 
which has been added to the text as originally published. The 
subject matter included in this section is indicated by the titles 
of the chapter headings: Population, Food Production, and 
Agrarian Reform since 1914; Industry and Oceanic Shipping in 
War-Time ; Industrial and Commercial Recovery since 1918 ; 
Labour Economics in the Past Decade ; Labour Movements and 
Social Politics ; Some War and Post-War Problems in Public 
Finance. 

A carefully selected list of references is appended: to every 
chapter. The book would have been improved had the authors 
added one or two chapters on the early modern period and a 
separate section devoted to the smaller European countries. 

FEeLix FLUGEL 
University of California. 


A History of Economic Progress in the United States. By WALTER 
W. Jenntnas. (New York, Thomas Y. Crowell Co. 1926. 

Pp. x + 819.) 
One of the most recent books on American economic history 
to be added to the voluminous literature on this subject is Pro- 
fessor Walter Jennings’ A History of Economic Progress in the 
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United States. As a compilation of facts pertaining to the 
economic development of the North-American continent it is 
unsurpassed by any of its predecessors; but as a contribution to 
the broader aspects of the economic evolution of this continent 
it is less satisfactory. To the historian the collection of facts is as 
essential as the assembling of materials is to those engaged in the 
construction of a building. However, curiosity, if nothing else, 
leads to the inquiry as to the general type of architecture which 
such a building is to represent. So with Professor Jennings’ 
book. He neatly assembles his materials, but proceeds little 
beyond the point of erecting a framework with an elaborate 
scaffolding. Such a performance leaves us dissatisfied. Yet we 
have every reason to feel grateful towards the author for gather- 
ing into a single volume such a significant array of dates and 
figures. In addition to the minute information which he 
incorporates into the body of the text, a very useful appendix 
has been added. The reader, however, would have been far 
better satisfied had Professor Jennings been less inclined to use 
statistics and more liberal in his interpretation of the facts. 
Moreover, it should be mentioned that the social forces in 
American economic society are somewhat neglected, especially 
in the second half of the book. 

Professor Jennings has made no use whatever of the graphic 
method of presenting the statistics he has gathered, and un- 
fortunately has included but one map. Since this volume is 
intended to serve as a text in courses in economic history, the lack 
of both maps and charts is a serious omission. 

’ That this volume represénts painstaking effort on the part of 
the author has already been conceded. The book is faulty in so 
far as Professor Jennings has selected a slightly tedious method 
of presenting the results of his labours. 

Freix FLUGEL 


University of California. 


Some Early Tracts on Poor Relief. Edited by F. R. Sarrzmr, 
M.A., with a preface by SipnEY Wezss, M.P. (Methuen. 


Pp. 128. 5s.) 


On the 27th October was kept a solemn commemoration of 
the service done to his country and his time by C. 8. Loch. His 
name, perhaps, means little to the rising generation, but men still 
in middle life remember with enthusiasm the war which he waged 
and the power which he wielded. As the moving spirit in the 
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Charity Organisation Society, he laid down, applied and enforced, 
through evil report and good report, the principles by which 
alone private beneficence can be administered usefully, or, at 
least, harmlessly. If his Society has lost its hold on us to-day 
the reasons are not far to seek. Its teaching and its practice 
assumed an individualism which is no more in fashion. It 
appealed to reason, and its appeal falls on deaf ears in a generation 
which would fain build life on feeling. The State has more and 
more encroached on its field of action by its insistence on the fact 
if not on the spirit of thrift, in insurance and the like. 

At such a time a collection in one small volume of the records 
of various medizval attempts to solve the problems of charity 
comes opportunely. Mr. Salter has done his work well. His 
selection is good, his translation easy and pointed, his notes few 
and informing. Mr. Sidney Webb’s preface does just what a 
preface should, for it gives us guidance in our reading. As he 
says, we are too apt to localise all such attempts in our own 
country and to date all constructive effort from legislation in 
1601, whereas the fact is that the difficulties in administering 
reach further back, and are peculiar to no country. Belgium, 
France, Germany and Switzerland all passed through similar 
experiences in the early years of the sixteenth century. In 
each country ‘‘ men of light and leading ”’ did their best to win a 
place for reason in charity. If Vives gives us the principles which 
should govern administration, the history of Ypres shows us 
their practical application. Luther and Zwingli come before us 
as social reformers, clear, definite and limited. Rouen is in the 
van of progress, with its municipal system of organised relief. 
Here are some points of special interest. 

(1) The origin of vagrancy, at least as great an evil then as 
now, is often traced to pilgrims and students. At Zurich and at 
Rouen pilgrims are a class by themselves, and their assistance is 
often the object of endowments. Foreign students were to be 
refused help from the Common Chest, and were “to provide 
their own upkeep and livelihood.”’ 

(2) Everywhere begging is sternly suppressed, unless it be by 
licence and the result of unemployment. (Edie Ochiltree must 
have been an exception.) As so often in social legislation, two 
motives are involved: first, that all able-bodied should earn 
their own living and not be a charge on their neighbours, and 
secondly, a leaning towards protection: relief should go only to 
fellow-townsmen, in the spirit of the Acts of Settlement—in 
homely Scots, the herring guts were to be for “‘ our ain sea-mews.”’ 
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Such enactments are perhaps specially severe where Protestant- 
ism implied individualism. 

(3) Everywhere we find agreement that aged, impotent and 
sick folk should be a charge on the charitable or the community. 
It sends a shudder through the reader to-day to learn that relief 
should not be given to those ‘‘ who do not attend sermons.” 
There is a modern note in the criticism of those “‘ who throw aside 
all shame and beg the moment they lack mustard.”’ 

(4) The difficulty of finding funds to put in practice and carry 
through the “ best-laid schemes’ was as great then as now. 
Charitable sources are exhausted, persuasion, moral and religious, 
fails to make up the deficit, and at last a compulsory rate is 
levied. 

So the world goes on. History, they say, repeats itself. Be 
that as it may, all who are interested in the relief of their poorer 
neighbours—and who is not ?—will do well to turn to Mr. Salter 
and see how their difficulties were faced in medieval times. At 
bottom the problem is the same. How can individual bene- 
volence co-operate with the State in poor relief? How can the 
moral fibre of the individual resist the insidious decay caused 
by provision independent of exertion? These questions baffle 
each generation in turn and the end is not yet. 

L. R. PHELrs 
Oriel College, 
Oxford. 


The Economic Development.of Russia, 1905-1914, with special 
reference to trade, industry and finance. By MarGaret 
S. Mitter, M.A., B.Com., Ph.D. (London: P. 8. King & 
Son, Ltd. 1926. Pp. xviii-++ 311; 2maps. 8vo. 12s. 6d.) 


Dr. M. S. Mixer begins her work with the fully justified 
statement that “ of Russia it may truly be said that no country 
has inspired more profound or sustained interest, and no country 
has been less clearly understood by her neighbours.” Indeed 
if even Russia’s next-door neighbours know so little about this 
most extensive realm in the world, still less is known to remoter 
people of that country of “ unlimited possibilities.” This book 
—both by its subject and its treatment—fills up to a significant 
degree this gap in economic literature. 

First of all it is necessary to emphasise the choice by the 
author of the period of inquiry: 1905-1914. The results of the 
industrial crisis of 1902, the unsuccessful Russo-Japanese War 
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with its disturbing consequences for the national economy and 
the political system, the breaking up of the autocratic-bureaucratic 
regime into a pseudo-constitutional one—these are the starting- 
points of the period. The great agrarian reform of P. A. Stolypin 
(separate farms for peasants and systematic transmigration), the 
boom in some commercial and industrial concerns and depression 
in other branches of national economy, the introduction of trusts 
and syndicates into industry, the strengthening of the Imperial 
finance, development of popular education, reorganisation of the 
army and navy, strife in the State Duma—these are distinct 
milestones of the decade under review. Deepening dissension 
and mutual animosity between the Government and social circles 
of the country, at the same time the prospects of a future building 
of Russia by the united efforts of a trade community which had 
become conscious of its own importance, the growing participation 
of the latter in political life, the further growth of capitalism 
and consequent proletarisation of town and pauperisation of 
village, and, at last, the great fire of the World War—these are 
the concluding chords of this historical decade. 

The author has in view the twofold aim of (1) “ presenting 
as accurate a picture as possible of the actual facts of Russia’s 
economic development during the decade preceding the Great 
War; (2) tracing the predominant influence of State action in 
the various spheres of economic activity, and seeing to what 
extent development within these spheres was influenced by the 
conflict which we have noted between Government action on the 
one hand and fundamental social development on the other.” 

The author’s erudition, for a foreigner, is extensive and 
deep. The tendency to make the book as practical as possible 
is reflected in the choice of materials interpreted by more or less 
conspicuous public men, publicists and economists. But many 
official prime sources—such as, for instance, the yearly budget 
proposals with explanatory notes by the Minister of Finance, the 
reports of the State Controller, the summary tables of prices of 
goods, the statistics of products liable to excise duties, the 
Annuals of the Ministry of Finance, the Statistical Compendium 
(for one year only) of the Council of Congresses of the Repre- 
sentatives of Commerce and Industry, the series of statistical 
editions of the other financial, commercial and industrial associa- 
tions, etc., etc——have not been directly utilised. And the 
utilisation of these materials would have given numerous tables 
in the book the statistical symmetry and complete continuity 
which are desirable in publications of this kind. 
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As regards the substance of this treatment, the author skilfully 
and sympathetically introduces the reader into the phenomena 
and peculiarities of Russia’s public and social life: district and 
town local self-government, peasant community, village crafts or 
home industries (“‘ Kustarny ” and “ migratory” trades), the 
class variations of “intelligentsia”” and bureaucracy. There is, 
however, one side in this investigation which it is impossible to 
pass without comment. The author’s approach to Russia’s 
problems sometimes reflects economic views more applicable to 
countries with highly developed imports and exports. This is 
proved by the very order of distribution of the material of the 
book: commerce, finance, the monetary system, State debt, 
State budget, means of communication and industry ; and further 
by the prevalence of descriptive and statistical material in the 
heavy and middling industries to the detriment of the basic 
economic backbone of the country—agriculture and breeding of 
cattle. It is true that the author has tried to excuse herself in 
this matter. ‘‘ The obvious omissions in the book, such as the 
absence of any reference to internal trade, or to the interesting 
development of the co-operative movement, the inadequate 
references to agriculture, must be ascribed simply to lack of 
time.” This does not seem to me a sufficient reason for per- 
mitting such an omission in scientific work accomplished so well 
in its other parts. It is a pity that the work of the Russian 
economist, J. M. Goldstein, has been overlooked. 

Combination of the two aims kept in view by the author is 
not always in equilibrium. Sometimes the second aim seems 
to prevail to the detriment of the first one; the initiative, self- 
activity, creativeness in the domains of Industry, Commerce 
and Finance (Chaps. V, VIII-XIII) seem to be illuminated 
one-sidedly. For example, in the chapter on “ Banking,” one 
would like to see more data illustrating the activities of Societies 
for Mutual Credit, the Central Bank in St. Petersburg, Moscow 
Narodny (People’s) Bank, Ukraina Co-operative Bank in Kiev, 
also the work of private banks (in particular their turnovers, 
trends to fusion, etc.). In the same chapter there are some 
inaccuracies as to the dates of establishment of certain State, 
Social and Private Credit Institutes. Amongst them there are 
not mentioned : (1) Auxiliary-Saving Banks, (2) ‘‘ Mir ” capitals, 
(3) Private Loan Offices (“ Lombards ’’). 

The wish for greater completeness and the analysis of data 
applies also to the budgets of the organs of local self-government 
(Chap. VII), which so steadily defended their rights, granted in 
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the “‘ Epoch of the Great Reforms,” against reactionary polities. 
Municipalities, and particularly ‘‘ Zemstvos,” willingly or un- 
willingly acted as conductors of independent social opinion and 
social self-activity; the same appreciation may be applied to 
the co-operative movement, the examination and valuation 
whereof are contained in Dr. Miller’s separate work. 

The author presents the results of her investigations in a 
conclusion (Chap. XIV) written with much freshness of thought 
and elegance of style, social penetration and impartiality. Her 
work, in its broad picture of Russia’s economico-sociological 
structure before the war, is of much interest to economic students. 

8S. F. Ivanov 


Soviet Union Year-Book, 1926. Compiled and edited by Louis 
SzeaaLt, Ph.D., and A. A. Santratov. (Allen & Unwin. 
Pp. xxx + 511. 7s. 6d.) 


Amonea the countries eager to attract the attention of the 
Western investor is the U.S.S.R. But foreign debt uncertainty 
retards foreign investments which otherwise might here and there 
have been attracted by protection. The U.S.S.R. is forced into 
the furcule Caudine of granting foreign concessions together 
with dangerously unpopular privileges to the foreigner. Friction 
without profit has been experienced by the adventurous German 
firms. Twenty pages of the Year-Book on concessions, with 
maps, crude reprints from a Russian pre-war Encyclopedia, give 
an attractive idea of the principles of policy and of the wealth of 
mineral resources. 

Along with a disruption of trade, a loss of capital, and a 
withdrawal of credit facilities, we see in Russia the advent of a 
new and inexperienced class of traders: the former “ bourgeois ” 
has been replaced by an amateurish Communist officialdom with 
only a slight sprinkling of suspect bourgeois experts. Further- 
more, the credit of the State is compromised by the attitude 
adopted towards its creditors. Commercial enterprise is not con- 
ceived except in fear and trembling, for any display of prosperity 
excites the avidity of a State in permanent financial embarrass- 
ment. The Year-Book in its legal section omits the provisions of 
the Civil Code which are basic and unpleasant to vested interests. 
The Penal Code, with its concept of punishable speculation, is 
not quoted, nor is there any mention made that on principle 
any matter can be dealt with by any one of the three powers, 
the legislative, the executive and the judiciary. Their separation 
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is considered a mere bourgeois trick, and, what accounts for 
more in the rejection of the principle, an obstacle to the arbitrary 
action of the dictatorial powers. It is in keeping with the 
compilers’ idea of reliable information that in the section on 
finance the interesting topic of the forced loans is passed in 
silence. The short historical summary under the heading 
“ Budget ”’ is carefully purged of the most characteristic Com- 
munist financial spices. The activities of the State Savings 
Banks are visualised in the Year-Book by a table showing an 
increase of savings between February 1923 and October 1925. 
Rykov, the head of the Soviet Government, at the recent Com- 
munist conference mentioned the insignificance of the people’s 
savings in the saving banks, which were only 6 per cent. of the 
pre-war amount. 

The main problem is not whether the figures referring to 
progress in agriculture and industry under mitigated communism 
are more or less correct—if we follow the argument of the leading 
Soviet statisticians they are mostly not—but whether the re- 
cuperative process, if any, is actually hampered or produced by 
the present system. Even the Soviet Union Year-Book is unable 
to show any greater success on the part of the Sovietists. The 
120 pages on Foreign Trade monopoly, which according to Dr. 
Haden Guest will carry the day everywhere, fail to show that 
this principle is being especially successfully applied by the 
Communist rulers, notwithstanding their privilege of wielding 
an iron rod in its service. 

The list of twenty-six organisations conducting the foreign 
trade of the Soviet Union in-Great Britain, and the twenty-three 
representatives in London alone of Soviet foreign trade and 
economic organisations, when paying cash, are attractive enough 
to the business men of this and other countries and a good deal 
of ephemeral business is being done: The present clients of the 
Soviet Union have a distinct interest in strengthening her still 
very modest credit, and will no doubt accept the Year-Book 
and similar official publicaticns as valid evidence. They will 
herein be supported by those who, in despair over the sterility 
of common-sense, find a refuge in vision. 

A. MEYENDORIF 
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The Modern State. By R. M. MaclIver. (Oxford: Clarendon 
Press. Pp. xii + 504. 21s.) 


THOSE who know Mr. MaclIver’s interesting and stimulating 
book Community will welcome the appearance of this volume on 
political theory, which more than fulfils the promise of that 
earlier work. It is the most balanced and consistently worked- 
out presentation of that recent tendency in political theory which 
may be described as a reaction against the Hegelian identification 
of Society and the State, of which view Bosanquet was the most 
typical representative. The distinction between Society and the 
State is for Mr. MacIver essential, and he is never tired of insisting 
on it. He would probably say with justice that his work is not 
a mere reaction against but rather a continuation of Bosanquet’s, 
but he would insist that the criticisms of Bosanquet and his 
school against the abstract individualism of the earlier nineteenth- 
century writers were primarily criticisms of those writers’ views 
of Society and the nature of social relations. Once, however, we 
have learned the lesson, which the Hegelians have to teach, of 
the unreality of the abstract individual and the essentially social 
character of man, we must go on to distinguish between man’s 
various social relations and recognise within Society in general 
(or, as Mr. MacIver prefers to say, within the community) differing 
forms of social relation and organisation, only one of which is the 
State. The State is not and cannot be a name for any all- 
embracing comprehensive relation, and the purpose of political 
theory is to distinguish the nature and purpose of the political 
organisation which is called the State from other forms of organisa- 
tion like the Church and economic organisations. The great 
defect of Bosanquet’s philosophical theory of the State, Mr. 
Maclver would say (and in this he is surely right), is that Bosan- 
quet is forced to use the word in two quite different senses— 
firstly as equivalent to the whole socially-organised community, 
and secondly as a political organisation which enforces law. 

With this criticism goes the attack on the absolute theory of 
Sovereignty and the doctrine of the personality of the State. 
Mr. MaclIver is an individualist as contrasted with Bosanquet, in 
the sense that for him the purpose of the State can only show 
itself in the lives of individual persons and its value for personality. 
The State, therefore, cannot be an end in itself; it can only be an 
instrument, and must be judged entirely on the extent to which 
it serves the ends of personality. As an instrument it must be 
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compared with other instruments, and its powers and sphere must 
be determined by the work it is fit for. 

The main problem which any such theory has to face is the 
problem of Sovereignty. If the traditional theory of Sovereignty 
as it is expressed either in Austin or in Bosanquet be given up, 
and with it the notion that the State is so distinct and unique 
that it cannot even be compared with other institutions, some 
satisfactory account must be given of its peculiar nature. Mr. 
MaclIver holds that coercive power is a criterion of the State but 
not its essence. A State differs from other associations in that it 
insists on a monopoly of coercive power, and it must do this 
because of its peculiar relation to territorial organisation and 
because of the specific tasks which it has to perform. These tasks, 
the first and greatest of which is the preservation of order, involve 
the use of coercive power, but that coercive power does not con- 
stitute the State; rather, it is only the universal sense of the 
necessity of this particular kind of universal regulation which 
produces the State’s coercive power. Because there are some 
things which coercion cannot do in society : there are things which 
are essential to the life of the community which cannot be done 
by coercive organisation, and which must therefore be left to 
other organisations. The State can never become either the 
Church or an all-inclusive economic organisation, though this is 
not to mean that the State is bound to leave other organisations 
entirely alone. The other organisations have their own life and 
their own development. Mr. MacIver shows very well how 
increasingly in modern society cultural and economic organisa- 
tions go their own way, produce their own loyalties, and can in 
no sense be said to be the creation of the State. Nevertheless, 
because the State is concerned with the maintenance of order 
and universal justice, there is no sphere of society with which it is 
not concerned. As Mr. Maclver says, “‘ the essential difference 
between other associations and the State lies just in this, that the 
other associations are limited by their objective, which is par- 
ticular, whereas the State is limited primarily by its instrument, 
which is particular, while its objective is general within the limits 
so imposed.”” That means, for example, when we consider the 
action of the State in the economic sphere, that we must give up 
Mill’s attempt to find any sphere in which the State has no right 
to interfere, and must content ourselves with understanding the 
kind of work the State can do; and that therefore we shall decide 
in questions about the limitations of State interference empirically, 
and not on any abstract principle. But it must always be borne 
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in mind that any attempt to swallow up the cultural or economic 
activities in political activities is bound to fail. 

Mr. Maclver works out this whole position in a very interesting 
and instructive way. The main difficulty I find in his theory is 
in his conception of community. The State, as we have seen, is 
for him one among other organisations which serve the com- 
munity; but he sometimes fails to realise the importance of the 
fact that one “‘ community ”’ (in his sense) is differentiated from 
another “‘community ” by political relations—in other words, 
by the State. Society as distinguished from the State is essen- 
tially something vague, existing in degrees, having no clear-cut 
boundaries; but a community whose organ is the State must 
have, as Mr. MacIver himself says, definite territorial boundaries. 
These boundaries are determined by political relations, that is, 
by the State; there is therefore a sense in which the State, to a 
degree more than Mr. Maclver will allow, constitutes the com- 
munity; and Mr. MaclIver’s account of Sovereignty seems to me 
all through more successful on its critical than on its constructive 
side. No one could state more admirably the difficulties and 
defects of the old doctrine, but his positive statements about 
Sovereignty seem to me rather vague and unsatisfactory. 

Mr. Maclver works out his doctrine of the limited function of 
the State by considering in especial detail the relation between 
State and Church, and here, though he has many excellent things 
to say, I think he errs by not being sufficiently faithful to his own 
principle. His principle commits him to saying that the State 
cannot be a Church or do a Church’s work, but it in no way com- 
mits him to saying that a State cannot recognise that the work of 
a Church is essential to a community and therefore to be supported 
in such ways as are possible to the State. But Mr. Maclver’s 
chapter on the relation of State and Church expresses an extreme 
voluntaryism for which on his own principles there seems to be 
no warrant. The point is important in relation to more problems 
than this between State and Church. In an increasing degree in 
modern society the State is coming to recognise that there are 
certain things which are essential to a community but which 
cannot well be done by the coercive or statutory body, and which 
yet the State ought to get done. This is, for example, most 
obvious in the sphere of education. There are certain types of 
education which depend for their effectiveness on the help of 
voluntary organisation, which at the same time a voluntary 
organisation cannot give without support and assistance from the 
State and of late years we have been seeing an increasing co- 
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operation in education and many other social functions between 
statutory and non-statutory bodies. If Mr. MacIver had had 
such developments more in mind he could have worked out the 
application of his principle—that State functions are limited by 
the nature of the instrument—in a much more convincing way, 
and in a way which would have been much more illuminating, in 
the chapter on economic and political power. 

There are one or two curious small mistakes in the book which 
should be corrected in a second edition. Mr. Maclver writes on 
p. 100 as though Gortyn were a lawgiver and not a city. He 
seems to think (p. 170) that the opposite of an Erastian is an 
Arminian. He has already been scolded by Professor Laski for 
referring on p. 156 to “ a certain Dr. Troeltsch,”’ and the scolding 
was deserved. 

A. D. Linpsay 
Balliol College, 
Oxford. 


Constitution, Functions and Finance of Indian Municipalities. By 
K. T. SHaw and G. J. Bauapuri. (P. 8. King, 1926. 
Pp. 514. 25s.) 


Outlines of Indian Constitutional History. By W. A.J. ARCHBOLD. 
(P. S. King, 1926. Pp. 360. 18s.) 


In the first-mentioned work the authors have undertaken a 
critical examination of what are considered the most important 
problems of municipal institutions in India. Looking to the great 
number of these municipalities, some 772, the study has been 
confined largely to a few of the leading corporations. The 
constitutions of these bodies are based on Acts of the Provincial 
Legislative Councils, but, though differing materially in detail, 
they are framed on common lines. In all, representation is on a 
somewhat restricted basis: in some, the principle of communal 
representation has been adhered to, in others it has been definitely 
dropped : in practically all, the Government reserves to itself the 
right of nominating a varying number of members to the Municipal 
Councils. In the earlier constituent Acts the English model was 
generally followed; after a somewhat troubled period of existence, 
amending Acts were passed creating a statutory executive 
authority on which special powers were conferred. The chief 
executive officer is in some cases appointed by Government; in 
others, its approval to the appointment is required. But the 
theory of the separation of the executive and legislative, or 
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deliberative, authority has not been carried to the same lengths 
as in some continental countries. The Indian method is a com- 
promise between the English and continental, leaning more to 
the former by the retention of standing committees. In all the 
Provincial Acts the powers, functions and duties of the Councils 
are strictly prescribed. The authors find a great deal to criticise 
in this system. As whole-hearted supporters of the extension of 
municipal authority they view with disfavour the interference 
of Government in civic affairs, or the overriding of the powers of 
the municipality as a whole by a municipal executive. Their 
ideal seems to be a miniature Parliament with a President and 
executive Ministers appointed by and subject to the control of the 
Council. With more complete independence of action a greatly 
extended activity is visualised, particularly in the direction of 
taking over and running public utility services and in embarking on 
trading enterprise. On this point it is sufficient to note that the 
only country in which such activities have proved an unqualified 
success is Germany, where the executive consists of permanent 
expert officials in a large measure independent of the control of 
the Councils. A more novel proposal is that the municipalities 
snould not confine themselves to public utility services, but should 
be empowered to take over the leading industries of the city. It 
is suggested that to increase the general revenues and lower the 
taxation rate, the Bombay municipality should take over the 
cotton industry, which is estimated to yield Rs.1 crore per 
annum. Similarly, in Calcutta it is suggested that ‘ the case of 
the jute industry is even more ripe for municipalisation.”” The 
arguments for this revolutionary departure in municipal enterprise 
seem hardly conclusive. The Bombay cotton industry is said to 
be in a “ hopelessly perilous condition”: if this is accepted, the 
venture might not turn out profitably. In the case of the jute 
industry, from which the Calcutta municipality is promised 
25 lakhs of revenue, it is urged that, though the bulk of the 
shareholders are Indians, yet the management does not welcome 
the service of Indians. The geographical difficulty that only a 
negligible number of the mills, the figures of whose profits are 
quoted, are actually situated within municipal limits is ignored. 
The argument that “if the municipal domain, particularly the 
industrial and trading, were fully developed .. . the needful 
revenues would be supplied from the surplus of municipal enter- 
prise,” would possibly appeal to a certain section of rate-payers, 
but it is difficult to see how the doctrine could be confined to the 
towns and, if the advantages urged can really be obtained by 
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abolishing private enterprise, why profitable industries generally 
should not be nationalised. 

The most interesting portions of the book are those dealing with 
municipal finance. The total income of all Indian municipalities 
for the year 1923-4 was returned at 44 crores of rupees. As is 
pointed out, this figure is somewhat misleading, since the aggregate 
includes a number of special items, such as grants, loans, advances, 
etc. It is estimated that the regular municipal income amounted 
to no more than 14 crores. Of this total, 10 crores were derived 
from rates and taxes and the rest from miscellaneous sources. 
The incidence per head of population from rates and taxes 
amounted to Rs. 5, 7 ans., and the total incidence of revenue to 
Rs. 7, 12 ans. The bulk of the revenue in the more advanced 
municipalities is derived from the rates and taxes, but the octroi, 
or other forms of town duties, such as the terminal tax, are still 
retained in many of both the larger and smaller towns, and this 
form of indirect taxation is undoubtedly more popular. 

Some striking comparisons are given of the distribution of 
expenditure in Indian municipalities with those of other countries. 
In India no less than 60 per cent. of the revenues are devoted to 
the purposes of public health and convenience; 9 per cent. to 
interest and sinking fund charges; 8-25 per cent. to public 
instruction, and 8-5 per cent. to general administration. It is 
remarked that India seems to spend a disproportionately small 
sum on educational items and police, and a proportionately larger 
amount on salaries and allowances. An examination of the items 
shows that the cost of water supply, drainage and conservancy 
are heavy as compared with English towns, and absorb a larger 
proportion of the revenues. The bulk of the debt has been 
incurred in carrying out schemes of water supply and drainage ; 
in the four leading cities no less than 66 per cent. of the aggregate 
indebtedness has been incurred for these purposes. Judged by 
the English standard the borrowings of the Indian municipalities 
appear light; those of the four leading cities being within the 
region of 23 crores. 

Though a scheme of city socialism is advanced as the end and 
aim of Municipal Government, the book is by no means confined 
to the advocacy of this proposition. The subject matter set out 
in the title has been closely and carefully studied, and much 
valuable information regarding the working and finances of 
Indian municipalities has been collated. The weakness of the 
book lies in the fact that the outcome of similar socialistic or 
communistic experiments elsewhere and the peculiar dangers 
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to which they are exposed are disregarded, while alternative 
schemes for social improvement, which command at least as much 
attention in advanced democratic countries, by securing some 
form of partnership in industry, are ignored. It may turn out 
that when more closely associated with the management the 
workers will show little inclination to make over the control, 
either to State officials, or municipal councillors. 

In the other work on Indian matters, the author has set out to 
trace, in a book of moderate dimensions, the constitutional 
developments of British India down to the time of the Montagu-— 
Chelmsford Reform Scheme. In dealing first with a Chartered 
Company and then with a Dependency, a somewhat elastic 
interpretation has to be given to the term “ constitutional 
history.” The early chapters are devoted to an account of the 
various Charters under which the Company received its rights 
and privileges, and the modifications introduced by successive 
regulating Acts. The steps are traced by which from simple 
beginnings the elaborate framework of local administration was 
built up. Few problems caused such perplexity to the British 
administrators as the organisation of the legal machinery in their 
newly conquered territories. The evolution of the present 
somewhat complicated system of legal establishments is clearly 
and succinctly described in the chapter on the Law Courts. With 
the passing of the East India Company the lines of constitutional 
growth become more marked, and their course is followed from 
the creation of a Legislative Council, through successive measures 
for the increase of the elected element and the widening of its 
powers, up to the Government of India Act of 1919, the main 
provisions of which are quoted in eatenso in the concluding 
chapters. 

The book, as its title purports, outlines only the main 
features of these developments, and does not attempt to throw any 
new light on them; while its scope is too limited to admit of 
discussion on their results. The student will find the most material 
information on the subject summarised in a convenient form. 


H. R. C. Hartry 














NOTES AND MEMORANDA 


Tue Goup PoInts oF THE EXCHANGES TO-DAY 


BETWEEN 1914 and 1925, while the United States was almost 
the only country on a gold basis, very little was heard of gold 
points. Since the restoration of the gold standard in Great 
Britain and a number of other countries, however, it has become 
evident that certain changes have taken place since the war in 
the factors affecting gold points which deserve the attention of 
both practical cambists and theoretical economists. 

It is a common but superficial conception to regard gold 
points as something essentially stable, bearing a fixed relation 
to mint parities. In reality, even before the war, when the 
factors determining the gold points were more settled than at 
present, gold points were subject to changes. Though before 
1914, alterations in freight rates for gold were not as frequent 
as now, the development of transport and the general trend of 
freight rates did not leave them unaffected. Nor did they escape 
the influence of local and temporary factors. The rate of interest 
was naturally an unstable factor, while insurance rates were also 
subject to alteration. The only items in the cost of gold ship- 
ment which remained unchanged for very long periods were the 
cost of packing and assay, representing a very small fraction of 
the total cost. 

Apart from changes in the cost of gold shipment from time to 
time, gold points were not necessarily fixed figures even at any 
given moment. Freight rates were lower for the shipment of 
large quantities, while insurance rates tended to be higher if a 
large quantity was shipped on one particular boat. There was, 
moreover, a difference between the point at which it becomes 
profitable to ship gold by banks with offices in both centres 
concerned, by those having to pay commission on one side, 
and those having to pay a commission on both sides. 

If, as is seen above, gold points were relative and subject 
to changes even before the war, they have become much more 
unstable now. While during the last few years preceding the war 
the freight rate for gold between London and New York was fixed 
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at 3; per cent., at present it has not settled down yet to any 
definite figure. Soon after Great Britain’s return to gold, the 
shipping companies participating in the Atlantic freight pool 
agreed upon charging a uniform rate of 5s. per £100. Owing to 
French competition, however, this rate had to be reduced recently 
to 13s. 9d., but on days when there is no French fast steamer the 
old rate is charged. The rate of interest also tends to fluctuate 
within much wider limits than before the war. 

The following calculations—based on the assumption that the 
transaction is carried out either by a firm having offices both in 
London and New York, or by a London and a New York firm on 
joint account, so that no commission is included among the 
expenses—shows the changes in the gold export point of the 
sterling-dollar exchange since before the war : 


PRESENT GOLD Point 


£ @ d. 
100,000 fine ounces of gold @ 84s. 114d. 3 : ‘ . 424,791 13 4 
Freight @ 3s. 9d. per £100 for £424,800 . : P . : 796 i0 0 
Insurance @ 1s. per £100 for £428,000 . ‘ ‘ ‘ ‘ 214 0 0 
Interest 5 per cent. on £424,792 for 8 ail . : ; ; 465 10 5 
Boxes and Packing - : , ‘ : 16 0 0 
426,283 13 9 
100,000 fine ounces @ $20.67183  . ‘ ; j ‘ R $2,067,183 
Incidental charges in New York . ; F , ‘ ; 206 
Net proceeds 3 $2,066,977 

£1 = $4.8488 


Pre-War GOLD PoInt 


£ 8. d. 

100,000 fine ounces of gold @ 84s. 114d. . ; - : . 424,791 138 4 
Freight @ 3s. 9d. per £100 for £424,800 . . ; F j 743 8 O 
Insurance @ 9d. per £100 for £428,000. ; P . ‘ 160 : 0 
Interest 4 per cent. on £424,792 for 8 days : : ‘ ‘ 372 4 
Boxes and Packing . ; ‘ : é 16 0 0 
426,083 19 8 

100,000 fine ounces @ $20.67183  . : ; : : ‘ $2,067,183 
Incidental charges in New York , ‘ . - , 150 
Net proceeds ; $2,067,033 


£1 = $4.8512 


Owing to the higher insurance and interest rates, the gold 
export point is thus below its pre-war figure by about 1 cent., 
but this difference is likely to disappear in the course of the next 
year or two. It will be noticed that insurance has been calculated 
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for an amount slightly in excess of the actual value of the shipment, 
plus expenses. This is a generally adopted practice, as it is taken 
for granted that gold shipments are urgent, so that the shippers are 
entitled to some compensation, on account of the delay, in case of 
the loss of the dispatch. The excess is usually around 5 per cent. 
for shipments to New York, but it attains 10 per cent. for ship- 
ments to India. For the sake of simplicity, interest has been 
calculated for 8 days for the whole amount, though under normal 
conditions 7 days are sufficient. As the Federal Reserve Bank 
retains 5 per cent. of the value of gold pending the result of the 
assay, the additional day makes allowance for the loss of interest 
thus incurred. It is customary to calculate the interest on the 
basis of the bank rate, though in practice the loss of interest is 
determined by the market rate. At the time of writing, the 
transaction could well be financed in New York on a 4 per cent. 
basis, so that the actual gold export point is not far from 4-85, 
and above that figure if gold bars are obtainable in the open 
market at a price below 84s. 114d. per fine ounce. 

The development of aviation has brought about some changes 
in the gold points of continental exchanges, through affecting 
the three principal factors of gold points, viz. freight, insurance, 
and interest. The extent of these changes has been com- 
paratively moderate up to the present, but they may foreshadow 
greater ones. Wherever there is direct air service between two gold 
markets, the aeroplane has a fair chance of competing successfully 
with the boat. There is, indeed, a keen competition between air 
lines and shipping companies, as a result of which freight rates 
for gold have been substantially reduced in certain cases. The 
air service is particularly at an advantage with regard to the 
transport of comparatively small amounts, as shipping costs are 
in an inverse proportion with the quantity of any single trans- 
port, while the cost of air transport is practically the same for 
small and large amounts. Thus, apart from a general reduction 
of the cost of gold transport, the adoption of the aeroplane as a 
means for gold transport tends to encourage the movement of 
comparatively small sums. This, in turn, will make gold arbi- 
trage accessible for smaller firms which could not hitherto afford 
it. Before the war, the transport of large amounts became 
profitable while the transport of small quantities was still un- 
profitable, and the operations of wholesale arbitrageurs usually 
readjusted the exchange before the retail arbitrageurs had a 
chance to operate. At present, under certain conditions, the 
dispatch of gold in small quantities by aeroplanes may become 
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profitable before its transport by ship in large quantities becomes 
profitable. An example to illustrate this development was the 
export of large quantities of gold to Spain during the summer 
of 1926 and early in 1927, mostly in sums of between £10,000 
and £50,000. The transactions were the result of the discrepancy 
between the peseta exchange and the premium on gold for cus- 
toms duties, fixed by the Spanish authorities often slightly above 
the actual market premium. But for the possibility of transport 
by air, small arbitrageurs may not have had a chance to take 
advantage of the discrepancy, which would have only justified 
the shipment of large quantities by boat. Whether the ‘‘ demo- 
cratisation ”’ of gold arbitrage is an advantage or a disadvantage 
is open to discussion. Unquestionably it is an interesting 
development, the importance of which is likely to increase with 
the progress of aviation. 

The following table compares the cost of transport of gold by 
air and by sea and/or rail between London and a number of 
continental centres : 





(Rates per Ib. gross weight.) 





By sea and/or rail 
By air. (passenger service). 
100 lbs. 100 lbs. 200 Ibs. 
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To several of the above centres no direct air transport of gold 
can be undertaken, and the rates indicated for transport by air 
include partial transport per rail. For the purpose of comparison, 
the fastest combined sea and rail journey has been taken. There 
are slower services which cost less than the amount indicated, but 
involve additional loss of interest. As above comparison shows, 
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the cost of transport by sea and rail declines considerably if the 
quantity dispatched at a time increases. This is in part due to 
the minimum expenses incurred at the various intermediate 
stations on the sea and rail journey, which do not increase 
proportionately with the quantity involved. 

The time factor has always played a considerable réle in 
gold shipments. It is at present much more important than it 
was before the war, because rates of interest are now substan- 
tially higher. From this point of view the adoption of the aero- 
plane as a means of carrying gold is particularly significant. 
A difference of a few hours may result in the saving of one day’s 
interest under certain circumstances. For example, as gold 
sent by air to Amsterdam arrives there at noon, while gold sent 
by boat arrives in the afternoon only, in the former case it can 
be sold to the Netherlands Bank on the same day, in the latter 
it has to wait until the next day. 

The following figures give the calculation of the. gold export 
point to Holland, based on the cost of the dispatch by air of 
1000 kilos of fine gold to Amsterdam : 


£ « d. 

32,150-725 ounces of fine gold @ 84s. “— ‘i : ; - 136,573 12 0 
Carriage by air 2400 lbs. @ 8d. : ; ; ‘ 80 0 0 
Insurance 9d. per £100 on £143, 500. 53 16 3 
Packing 20 boxes @ 5s. : : : : : 56 0 0 
Interest 2 days 5 per cent. on "£136,573 ; . . 4 : 37 8 4 
Interest 14 days 5 per cent. on £13,657. ‘ ; ; : 26 3 10 
136,776 0 5 

1000 kilos @ fis. 1647} . ‘ : B : . : . Fis. 1,647,500 
80 assays @ fis. 3.50 x : ; . J 2 280 
Net proceeds . . S 1,647,220 


£1 = fis. 12.0432 


The possibility of transport of gold by air has considerably 
affected the gold export point to Germany. As is well known, 
the Reichsbank accepts gold, when convenient, at its Hamburg, 
Bremen and Cologne branches. For some time, transport by air 
to Cologne was cheaper than transport by boat to Bremen or 
Hamburg, and there was also the saving of one day’s interest, so 
that, weather permitting, preference was usually given to Cologne. 
The shipping companies running boats from London to Bremen 
and Hamburg have lowered, however, their freight rates to a 
sufficient extent to compete with the air lines. Where the 
alternative to air transport is transport by sea and rail, the 
former is at an advantage in competition, as railway companies 
are not so quick in adjusting their tariffs as shipping companies. 
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In order to indicate the significance of the Reichsbank’s 
willingness to accept gold at its Cologne branch instead of insisting 
upon delivery in Berlin, we compare below the figures concerning 
transport to Berlin and Cologne : 





Berlin. Cologne. 
& 8. “Ge ae 
32,150.725 fine oz. @ 84s. 114d. . ‘ . 136,573 12 0 136,573 12 0 
Transport by air ; ‘ : ; 150 0 0 110 0 O 
Insurance on £143,509 . : ; : 4216 @ 7115 0 
Interest on £136,573 . ¢ . ‘ : 56 2 6 37 8 4 
80 assays . . ; : , . 18 0 0 18 0 0 
Packing, 20 boxes. : ‘ ‘ : 5 0 0 5 0 0 
136,874 9 6 136,815 15 4 


100 kilos of fine gold @ 2790 reichsmarks . ‘ . RM. 2,790,000 
Berlin: £1 = RM. 20.381. Cologne: RM. 20.392. 


If there is no direct aeroplane service between two centres 
the transport may miss its connection, which means an additional 
day. For this reason, interest can only be saved, as a rule, 
where there is a direct aeroplane service. Moreover, transport 
by air is exposed to the caprices of the weather, to a much greater 
extent than shipping, which circumstance reduces the possi- 
bility of saving interest by air transport. An unexpected storm, 
owing to which the flight has to be delayed or cancelled, may 
transform the anticipated saving of interest into a loss. 

Contrary to what appears to be obvious at first sight, insur- 
ance rates are not higher for transport by air than for transport 
by boat. Under certain circumstances they are even somewhat 
lower. In the early days of the transport of gold by air, insur- 
ance companies charged higher rates, in the absence of any 
statistical records. Subsequently, however, they realised that 
the risk is not so great as they believed. Especially the risk 
of a partial loss by pilferage is much smaller than for transport 
by boat and train. On the other hand, the maximum limit of the 
amount insured on any particular aeroplane or on any particular 
day is comparatively low, which tends to restrict the transport 
of gold by air. 

A further progress of aviation will accentuate its advantages 
and reduce its disadvantages as a means of gold transport. Air 
freights are likely to be substantially cheaper in the course of 
time, and the increasing safety of air routes will reduce insurance 
rates. Quicker and more frequent air service, as well as the 
establishment of direct routes for long distances, will result in a 
considerable reduction of interest charges. It is only a question 
of time before regular air services are run, not only between 
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London and the more distant continental centres, but even from 
London to New York and to India, and from the gold-producing 
countries to London. The reduction of freight rates may be 
much more pronounced for such long distances than for the 
existing short routes. Saving of interest will be very considerable. 
Assuming that, by the time regular air transport is established 
between London and New York, the rate of interest will be about 
4 per cent., the saving of, say, four days’ interest would represent 
about £186 on a transport of 100,000 fine ounces. Insurance 
rates would probably be very high at the beginning, but the 
improvement of the air service would bring them down to a 
normal level. The shipping companies, in order to maintain their 
role in gold transport, would have to consent to substantial 
reductions in the freight rate. 

Thus, the tendency points obviously towards a quicker, 
easier and cheaper flow of gold from one market to another. 
The margin between gold points will gradually narrow down, so 
that exchange movements will be confined to even narrower 
limits than in pre-war days. There is, on the other hand, no 
reason to expect a material diminution of the influences, seasonal 
and otherwise, which govern the exchanges under normal con- 
ditions. Consequently, exchange rates will tend to go more 
often beyond their gold points than before the war, and, other 
things remaining the same, gold arbitrage will have a busier time 
than before the war. This will be inconvenient for the central 
banks, as their gold reserves will be exposed to undesirable 
fluctuations. Undoubtedly, as gold import point and export 
point will be closer to each other, the range of the fluctuation of 
exchanges between countries on a gold basis will be even narrower 
than in pre-war days. The price of the greater stability of the 
exchanges will be, however, an increased instability of the money 
market, as a result of the wider fluctuation of gold reserves. 

Pav. EINzIa 





OFFICIAL PAPERS 


THE BALANCE OF TRADE OF THE UNITED Kingpom IN 1924, 
1925, 1926 

The Board of Trade Journal for January 27, 1927, contains 

an article revising and bringing up to date their previous calcula- 

tions as to the Trade Balance. In view of the exceptional 

importance of these estimates at the present time and the con- 
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troversies surrounding them, we reprint the article in extenso 
below : 

“Some tentative estimates ” of the balance of international 
transactions of the United Kingdom, conventionally known as 
“the balance of trade,’’ were presented in The Board of Trade 
Journal of 21st January, 1926. These estimates did not extend 
to capital movements, and, so far as they related to transactions 
of the nature of annual revenue, opportunity has been taken in 
the course of the past year to review in detail the principles on 
which the various calculations have been made. In this series of 
annual articles emphasis has always been laid on the elements 
of uncertainty that attend all calculations and estimates of this 
character, and this emphasis is repeated in the present article. 
Opportunity has also been taken to revise certain of the figures 
for 1924 and 1925 in the light of information which was not 
available when the original estimates were made. Estimates of 
the “‘ balance of trade ” in 1926, similarly tentative and subject 
to revision, are now put forward. 


THE TRADE BALANCE 
The basic figures for the last three years are : 























Movement. 1924. | 1925. | 1926. 
In Million £’s. 
Imports :— 

Merchandise ; . : . 1277-4 1320-7 1242-9 
Bullion and Specie. . . 49-7 52-1 49-8 
Total : ; ‘ ‘ 1327-1 1372:8 1292-7 

Exports :— : 
Merchandiso < - ‘ F 940-9 927-4 777-5 
Bullion and Specie. ‘ , 61:8 61-8 38:1 
Total i . , ; 1002-7 989-2 815-6 
Surplus of Imports over Exports. 324-4 383-6 477-1 














The surplus of imports over exports of merchandise increased 
from £336-5 millions in 1924 to £393-3 millions in 1925 and to 
£465-4 millions in 1926, but, whereas the exports of bullion and 
specie were in excess of imports by £12-1 millions in 1924 and by 
£9-7 millions in 1925, imports were in excess of exports in 1926 
by £11-7 millions. It is a sufficiently remarkable thing that in a 
year so unfavourable to trade as 1926, when the surplus of 
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imports over exports of merchandise rose by £72-1 millions as 
compared with 1925, there was a reversal of the practice of 
exporting gold which added £21-4 millions to the aggregate 
surplus of imports. In this connection it may be noted that 
gold coin and bullion in the Bank of England on 29th December, 
1926, amounted to £151,119,000, an increase of £6,562,000 on 
the year, so that it would appear that about £5 millions of the 
excess imports of gold in 1926 were absorbed by the arts, or by 
the ear-marking of gold at the Bank of England for account of 
other countries. 


GOVERNMENT TRANSACTIONS 


Payments and receipts on account of the overseas activities 
of the War Office, Admiralty, and other public departments, 
payments and receipts in respect of the interest and principal 
of loans, Indian home charges (except payments on account of 
debt and interest on railway capital, which are included with 
income from overseas investments), and some other items make 
up the total of this category. All the details cannot be identified 
with precision, but, so far as information is available, it appears 
that there was an excess of payments over receipts amounting 
to £25 millions (revised) in 1924 and to £11 millions (revised) 
in 1925. In 1926 there would appear to be a small excess of 
receipts over payments, estimated partly on the expectation of 
reduced naval and military expenditure overseas, partly on 
account of increased receipts in respect of loans, but, as the 
exact amount is both small and uncertain, receipts and payments 
are, for the purposes of the present calculation, taken as 
balancing. 


Net NATIONAL SHIPPING INCOME 


Net national income from shipping services in 1925, 1.e. 
gross earnings less disbursements in overseas ports, was estimated 
at £115 millions, and, in addition, credit was taken for about 
£9 millions in respect of disbursements by foreign ships in British 
ports. During the first four months of 1926 freight rates, as 
calculated by the Chamber of Shipping, were less in each month 
than in the corresponding month of 1925, the average reduction 
being about 16 per cent. When the coal stoppage came British 
shipping was thoroughly disorganised through the cessation of 
our outward coal trade. Rates rose rapidly till November 1926, 
sinking again in December. The index-numbers compounded 
from those increased rates are, however, not strictly comparable 
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with those for the corresponding months of 1925 on account 
of the dislocation of trade routes. The high rates were mainly 
earned by a one-way trade, British ships going out in ballast 
to bring back coal. There was also, necessarily, a very large 
increase in disbursements in overseas ports, particularly for 
bunkers, and the congestion in American coal ports added to 
the expense. The benefit of the coal-carrying business accrued 
mainly to the profit of “tramps,” liners having to bear the 
burden of dearer bunkers, and only gaining on the North American 
route by the increased rates on grain parcels. A dispute as to 
conditions of freightage prevented most of the steamers on the 
Australian route from profiting by the higher rates which 
obtained in the late autumn. The net effect of the trading of 
the year was that the entrances of British ships with cargoes 
in 1926 exceeded the entrances in 1925 by about five and a half 
million net register tons, and that the clearances of British ships 
with cargoes in 1926 were less than the clearances in 1925 by 
about seven and a half million net register tons. In both cases 
it must be remembered that these figures do not indicate whether 
the vessels were fully loaded or not. On the whole, it would be 
hazardous to estimate that the gross earnings of British ship- 
ping, less disbursements in overseas ports, were any greater than 
they were in 1925, and they may conceivably have been some- 
what less. Further, the national receipts in respect of disburse- 
ments by foreign ships in British ports in 1926 were reduced, 
compared with 1925, partly on account of the lower price of 
coal in the spring and partly on account of the cessation of 
bunkering facilities for seven months of the year. Taking 
everything into consideration, it is proposed to take the net 
national income from shipping in 1926, together with disburse- 
ments of foreign ships in British ports in that year, at £120 
millions, but it would be wise to regard the actual figure as 
being somewhere between limits five per cent. below and five 
per cent. above that sum. 


Net IncoMEe FROM OVERSEAS INVESTMENTS 


Net income from overseas investments consists of the surplus 
of income from such investments (whether in company form or 
of a personal nature) over the amount payable to other countries 
in respect of income from their investments and balances in the 
United Kingdom. Careful consideration of all the available data 
has shown no sound reason for increasing materially the estimates 
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of £220 millions for 1924 and £250 millions for 1925. Perhaps 
three-fourths of these estimates can be justified from information 
in the hands of the Inland Revenue authorities. It should also 
be observed that in respect of the same transactions the Board 
of Trade figures include all remittances from abroad, whereas the 
Inland Revenue statistics take into account only “ profits,” i.e. 
remittances less home expenses. There is a great lack of precise 
data regarding the remaining fourth, and consequently the 
accuracy of the estimate must be clouded with much uncer- 
tainty. For 1926 it is proposed to take £270 millions, principally 
on account of increased revenue in that year from oil companics 
and from tea and rubber plantations. It has been suggested in 
certain quarters that the net income from overseas investment 
has been seriously under-estimated, but the critics have not 
ventured to give any figures more nearly approaching their idea 
of the amount, and it is not clear that they have always dis- 
tinguished between the gross and the net national income from 
this source. Until a definite new figure is put forward, sup- 
ported by substantial evidence, it appears better to continue t> 
make estimates on a conservative basis. 


OTHER RECEIPTS 


“Commissions,” or payments for services rendered in this 
country for the benefit of persons, etc., resident abroad, include 
acceptance credits commissions, discount on foreign biils, bank 
interest (i.e. short interest), commissions, etc., on new issues 
paid by overseas borrowers, merchanting commissions on over- 
seas produce, brokers’ commissions, insurance remittances from 
abroad, earnings on exchange transactions. All these heads are 
of such a nature as to make precise estimates of our receipts 
extremely difficult, and the amounts paid by us to foreigners for 
similar services are even more indeterminate. Nevertheless, 
after taking further advice, it seems probable that previous 
estimates may have been too low and that £60 millions is a 
more probable minimum. Miscellaneous receipts in respect of 
the sale and purchase of secondhand ships to and from other 
countries, emigrants’ remittances, the savings of migrants return- 
ing to this country, tourists’ expenditure, etc., may still be 
allowed to stand, on balance, at £15 millions. 


SUMMARY 


We can now sum up in the following table, all the entries 
in which, except those relating to ‘‘ Excess of Imports of Mer- 
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chandise and Bullion,” are, in a greater or less degree, based on 
estimates : 


Balances of Income and Expenditure in the Transactions (other 
than lending and repayment of capital) between the United 
Kingdom and All Other Countries. 

















| 
Particulars. 1924. | 1925. 1926. 
In Million £’s. 
Excess of Imports of Merchandise and | 
Bullion a 324 384 477 
Estimated Excess of Government nt Payments 
made Overseas ! 25 11 a 
Total : : ‘ . : i 349 395 477 
Estimated Net National Shipping Income ? 140 124 120 
Estimated Net Income from Overseas In- 
vestments . 220 250 270 
Estimated Receipts from Short Interest and 
Commissions : : 60 60 60 
Estimated Receipts from Other Services. 15 15 15 
Total . . D é : ‘ 435 449 465 
Estimated Total Credit (+) or Debit (—) 
Balance on items specified above . é + 86 + 54 — 12 














1 These include some items on loan accounts. 
2 Including disbursements of foreign ships in British ports. 


Except in so far as payments and receipts in respect of the 
principal of international loans are included in the calculation 
of the “ estimated excess of Government payments overseas, 
the above table refers to revenue transactions as opposed to 
capital transactions. It also represents the income earned and 
expenditure incurred in the years specified, and some part of 
these transactions were not settled by the payments made within 
those years. If it be correct to assume that the bulk of our 
overseas trade is conducted on the basis of 60 days’ credit, then 
the balances in respect of actual receipts and payments in the 
years specified would be + 114, + 60, and — 5 instead of the 
figures shown. It is not suggested that the latter figures are 
more accurate than those in the table, but they are introduced 
for the purpose of emphasising the fact that credit outstanding 
is an essential element in every trade balance. Every manu- 
facturer or merchant in drawing up his balance-sheet includes 
with confidence debts due to him, 7.e. credit which he has extended 
to his customers, and only by way of precaution does he make 
an allowance for bad debts. Moreover, if his debts exceed the 
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amounts due to him he does not, therefore, consider himself in a 
state of bankruptcy, though a continuing adverse balance might 
bring him there. The artificial divisions of time do not apply 
to trade, which continues always in a moving equilibrium. 

The table shows that on balance we are £66 millions to the 
bad compared with 1925. An extension of credits for imports, 
so as to cover the imports of an additional 19 days, would, with- 
out other changes, be sufficient to meet this difference. After 
seven months of coal stoppage it is satisfactory to find that 
things are no worse. 

Credit balances remaining on international revenue trans- 
actions are available for new investment, and it has been 
customary to regard them as the chief source of funds for purchase 
of new issues for overseas investment. New overseas issues on 
the London market amounted to £134 millions in 1924, to £88 
millions in 1925, and to £112 millions in 1926, according to the 
Monthly Review of the Midland Bank for December 1926-— 
January 1927, and to these sums should be added the amounts 
invested abroad in personal ventures in private businesses. 
These sums are in excess of the credit balances of income avail- 
able in 1924 and 1925, but such balances are not the only sources 
from which new investments overseas can be made. Inter- 
national capital transactions are continuously being made, as 
well as revenue transactions. Foreigners are constantly buying 
British and other securities in London, sometimes to considerable 
amounts, and London is always buying foreign and home securities 
from abroad, and on balance there may be funds available for 
new investment. Short-term foreign money has been on occasion 
largely placed in London, and with the recovery of London as 
an international financial centre it is probable that foreign 
balances are larger than they were some years ago, but, although 
while they were growing they helped us to finance overseas 
loans, obviously this effect is not recurrent. A third source of 
funds for overseas investment is that of sinking funds on 
overseas loans, which certainly amount to a considerable 
sum. On account of these capital transactions, as well as for 
reasons which have been expounded at length in previous annual 
reviews, there is no reason for expecting a close correspondence 
between the total of new overseas issues offered on the London 
market in any year and the available balances of national income, 
and, accordingly, the excess of such issues over balances is no 
evidence that the latter are seriously under-estimated. 

Taking into account the uncertain character of many of the 
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items entering into the annual balances, it will be safer to sub- 
stitute for the precise figures in the table a range of variation, 
and to say that the credit balance of national income from inter- 
national transactions lay between £75 millions and £100 millions 
in 1924 and between £40 millions and £80 millions in 1925, while 
for 1926 there was probably a small debit balance. It may be 
added that for 1923 the surplus of income over expenditure in 
international transactions of a revenue character was estimated 
at £153 millions, which would be raised to £183 millions if ‘‘ Com- 
missions, etc.”’ in that year were taken at the same figure as in 
the years 1924 to 1926. Allowing for defects in the estimates, 
we may say that the surplus of revenue over expenditure in 1923 
lay between £150 millions and £200 millions. In that year 
the total amount of new overseas issues offered on the London 
market was £136 millions. 





Co-OPERATIVE CoAL SELLING 


Reports of the Departmental Committee on Co-operative Selling 
in the Coal-Mining Industry. (Cmd. 2770. Is.) 


TuHE reference to this Committee was “‘ to inquire into and 
report upon the desirability and practicability of developing 
co-operative selling in the coal-mining industry, and to make 
recommendations.”’ The Samuel Commission had suggested 
such a measure “in order to narrow distributors’ margins 
without exposing the consumer to exploitation by monopolies.” 
It held that “the present system of selling appears to carry 
competition to excess”’; but did not think that co-operative 
associations were “likely to become so comprehensive as to 
stop any competition within the industry,” or to prejudice the 
consumer by establishing a monopoly. It seems to have had 
in view the lessening of certain costs, and the avoidance of 
extremes of weak selling, especially in the export trade. 

In fact, however, the Committee divided into two groups, 
divided fundamentally on the issue of monopolistic policy. And 
their arguments do not meet. The Majority admit that “normal 
competition in selling may be the greatest stimulus to efficiency,”’ 
but offer no criterion as to the definition of this normal, and 
more usually refer to competition by the literary epithets of 
“excessive ’’ or “‘ unhealthy.” They point out ordinary things 
about fluctuation and the recurrence of depression, but give no 
real consideration to the question of degree, and the reader is 
left in doubt on the issue how much competitive risk must be 
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taken as the offset to the right to take profit. Further, they 
are carried by their argument to proposals difficult to separate 
after all from a monopolist control. As might have been 
foreseen, they recommend local and district associations ; but they 
are prepared to compel membership of the latter if a sufficient 
majority is in favour; and although the separateness of these 
district associations is the safeguard against monopoly, as they 
state, they proceed to advise their co-ordination by working 
agreements as ‘‘ a desirable development.” They waver between 
admiration and distrust of the German compulsory Cartel; and 
they hold that ‘‘ there are worse evils than a monopoly.” They 
are, in fact, driven, where this argument is always finally driven, 
into an appeal to the motives with which economic power will 
be used; “ monopolistic combines generally, in this country, 
have shown sufficient commercial vision to maintain a reasonable 
balance between the selling prices which it is in their power 
to charge and the selling prices which they actually do charge. 
There is surely no reason to doubt that the same prudence 
would be shown by the coal-owners themselves.” Those who 
recall the conclusions of the Committee on Trusts of 1919, 
and of the numerous Committees under the Profiteering Act, 
will scarcely take this as at present a sufficient apologetic. It 
has been necessary, in Germany, the United States, and elsewhere, 
to provide for a development of the law, parallel with that of 
industry; but the Majority, while they think that the law as 
to restraint of trade should be clarified, do not appear to mean 
more than that marketing organisations should have a defined 
status. This impasse, which brings in the Minority with an 
alarm against monopoly, is the position likely to be reached by 
piecemeal inquiries into the problem of combination. 

The Minority simply assume that the whole objective of such 
arrangements is to make the consumer pay higher prices, and 
argue that our manufacturing industries will be injured, and 
that these considerations are specially important to a country 
whose food supply depends on export. They distrust, as too 
ambitious and impracticable, an international arrangement. It 
is of interest to observe the points on which direct issue is joined. 
As regards stabilisation, no denial is given to the statement of 
the Majority, that German coal prices have, since the Cartel, 
fluctuated less than British; and none is possible, because this 
is true. For the decade preceding the Cartel, the average actual 
fluctuation was in Britain slightly less than in Germany, 6°6 


shillings against 7:1 marks; while for the next twenty years, 
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the British figure is 8°5 shillings, the German 3°7 marks; as 
nearly as I can estimate, the error for qualities being assumed 
constant. On the other hand, the German prices are higher, 
except in the famous year 1900, when, by forcing long contracts, 
the Cartel stabilised at the top of the boom. The Minority do 
not make this point, but argue for “ flexibility,” plus long 
contracts, as against a definite stability policy, which is ‘‘ quite 
secondary.” This logomachy leads nowhere, because the 
administration of a policy of stability (which does not mean 
uniformity) is not discussed in relation to price level and time 
of its special application. Stability is not any fixing of prices, 
but the considered adjustment of price changes. 

On the other hand, the Majority do not meet a number of 
statements tabulated by the Minority; that post-war coal 
prices were above the general level of commodity prices; that 
export prices were, relative to 1909-13, higher than those of our 
chief competitors; that over a long period, wages were higher 
and profits lower in coal than in industry generally, and that 
capital had not failed to be available; that the progress of the 
industry was more than satisfactory, compared with the growth 
of population. The point here is surely that, when a great 
industry has reached a crisis, the history of how it became great 
is not a reply to proposals for further organisation in view of 
changed conditions. 

Co-operative selling, which was the reference to the Com- 
mittee, is possible without a price or output Cartel; and, if 
such notable cases as the Danish and other agricultural organ- 
isations had been considered, the Committee might have agreed, 
at any rate for a start, on something which would not at once 
have adumbrated any alarming developments. The further 
organisation might then have worked itself out. , 

D. H. Macgregor 





OTHER OFFICIAL PAPERS 


Ministry of Labour: Eighteenth Abstract of Labour Statistics 
of the United Kingdom. (Cmd. 2740. 4s.) 


Tus Abstract makes a welcome reappearance after an 
interval of eleven years. There are some changes in the form 
and scope of the Tables, some old Tables are discontinued, and 
some new ones added. The Statistics are grouped under the 
main heads of :—Employment, Unemployment, and Unemploy- 
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ment Insurance (with valuable tables of distribution of employ- 
ment by industries, and its changes since 1881); Wages and 
Hours of Labour; Profit-sharing and Co-partnership; Wholesale 
and Retail Prices, and Cost of Living; Strikes and Lock-outs ; 
Accidents, Diseases and Compensation ; Associations of Employers 
and Employees; Co-operation and Friendly Societies; Health 
Insurance, Pensions, Poor-Relief, and Migration. 





Public Social Services ; Total Expenditure under certain Acts of 
Parliament. (H.C. 135 of 1926. 3d.) 


THERE is shown a total public expenditure on the “ social 
services ’’ of 338 millions for 1925, against about 23 millions in 
1891, and about 63 millions in 1911. The Preface points out 
that comparisons are subject to the consideration that in some 
services, notably Health, recorded public expenditure has taken 
the place of unrecorded private expenditure. 





Companies ; Thirty-fifth General Annual Report of the Board of 
Trade. (S.O. 1s.). 
SHowine for ten years the number of Companies registered, 
total and average nominal capital, and distribution by amount 
of nominal Share Capital. 





International Year-book of Agricultural Statistics for 1925-6. 
(Rome : Institut International d’Agriculture. 90 lire.) 


THERE is given for every country a summary table of the dis- 
tribution of its agricultural land, its production, and its live-stock. 
For each crop there are tables of the area, production and yield in 
the several countries, with tables of recapitulation by continents. 
These, and the live-stock tables, are related to the pre-war 
figures. Imports and exports for each product are analysed by 
countries, again with reference to 1909-13, and totalised by 
continents. There are further tables of prices, freights and pro- 
duction of fertilisers. All these data are otherwise grouped and 
elucidated in the Introduction. This standard work of reference 
causes agriculture to be second to no industry in the compilation 
of international statistics. 
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M inistry of Labour Gazette, January 1927. (Vol. XXXV. No.1. 
6d.) 


ConTatss as a special feature a survey of Employment, Wages, 
Cost of Living, and Trade Disputes during 1926. 





Ministry of Labour. Report on an Investigation into the Employ- 
ment and Insurance History of a Sample of Persons insured 
against Unemployment in Great Britain. (Stationery Office. 
3s. 6d.) 


THE sample in this Inquiry was about 80,000 cases out of 
about 12 millions, and of this sample 58,000 were the effective 
cases which were analysed in detail. The investigation refers to 
the whole body of insured persons, not merely to the unemployed. 
Among the chief results are: that (1) 52 per cent. of the insured 
have drawn benefit at some time or other, with wide variations 
for the several trades, so that nearly one-half have never come on 
the fund; (2) the number of weekly contributions paid is for 
males nearly double, and for females more than double, the 
number of days’ benefit drawn; (3) the results do not show that 
age is a factor of predominant importance in the retention of 
employment, and over a given period the age distribution of 
claimants to benefit does not differ much from that of all insured 
persons, though special circumstances alter this result at any 
given date ; (4) in the conditions about the year 1925, the waiting 
days formed under 8 per cent. of the total days of unemployment. 
A tabulation is also given to show the extent of transfer between 
one insured industry and another. This Report is of the utmost 
interest for the study of industrial conditions, and a valuable 
addition to social knowledge. , 





Tenth Annual Report of the National Savings Committee. (S.O. 
1926. 2d.) 


PROGRESS is reported in all the parts of the organisation 
through which the Committee works. 





Reparations Commission. Report (No. XV.) of the Actuary for 
Reparations Payments, Nov. 30, 1926. (8.0. 33s.) 
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Reports (No. XVa.) of Commissioners for German Railways, of the 
Reichsbank, of Controlled Revenues, of the Trustee for German 
Industrial Debentures. (3s.) 





Ministry of Health. West Ham Union: Report of the Board of 
Guardians. (Cmd. 2786. 6d.) 


THE administration of the Special Board in the third quarter 
of 1926 reduced the numbers relieved by 25 per cent., and the 
amount of relief by 45 per cent. 





Report by the Government Actuary on the Second Valuation of the 
Accounts of Approved Societies. (Cmd. 2785. 2s. 6d.) 





British Engineers Association. Monograph on the Economic 
Conditions of the British Engineering Industry, prepared for 
the Preparatory Committee of the Economic Conference of the 
League of Nations. (32 Victoria St.,S.W. 5s.) 





ASSOCIATION OF TEACHERS OF ECONOMICS 


THE fourth annual Conference of Teachers of Economics in 
British Universities was held in London from January 7th to 
10th, at the Household and Social Science Dept., King’s College 
for Women. About twenty members of the Association were 
accommodated in Queen Mary’s Hostel, and from fifteen to twenty 
others were present at the various meetings. The discussions, 
of which a brief note follows, were, as on previous occasions, 
quite informal in character. 

1. Friday night. Professor Carr-Saunders in the chair. 
Mr. A. W. Ashby on “ The Study and Teaching of Agricultural 
Economics.”” The paper was given in response to an invitation 
extended to Mr. Ashby by those present a year ago at Birming- 
ham. Mr. Ashby described in some detail the origin and aims 
of the departments of Agricultural Economics which have recently 
been instituted in many of our Universities, and urged that a 
closer co-ordination of their work with that of the theoretical 
economist is desirable. He gave instances of the researches 
which agricultural economists are seeking to carry out, and 
of ways in which, in the light of their conclusions, they can 
bring criticism to bear upon the generalisations of the text- 
books. 
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'2. Saturday morning. Professor Clay in the chair. Pro- 
fessor Bowley and Dr. P. S. Florence on ‘‘ The Place of Statistics 
in Economic Teaching.” An attempt to illuminate some of 
those dark recesses which many who are concerned with elemen- 
tary teaching are conscious of having long neglected. The dis- 
cussion showed that a strong case can be made out for a more 
“realistic ’ presentation of social facts than is usually offered 
to beginners; and some practical suggestions were put forward 
as to how this can best be done. 

3. Saturday evening. Professor J. H. Jones in the chair. 
Mr. W. T. Layton on ‘“ The League of Nations’ Economic Con- 
ference.” Mr. Layton, an active member of its Preparatory 
Committee, sketched in outline the Conference agenda, and 
contrived incidentally to say something informative on such 
diverse and complicated problems as tariffs, immigration, cur- 
rency and kartels. His address evoked an animated discussion. 
Mr. Layton emphasised how important it is that the public at 
large should have adequate opportunities of discussing the work 
of the Conference, and adequate enlightenment as to its scope 
and aims. His address will doubtless have accomplished some- 
thing towards the promotion of these objects. 

4. Sunday morning. Mr. F. Lavington in the chair. Mr. H. 
Phillips and Mr. J. Morgan Rees on ‘‘ The Present Position 
of Trade Unions.’’ Another topical subject, with which, said 
Mr. Phillips, all those participating in ‘‘ extra-mural ”’ activities 
must necessarily concern themselves. He presented the problems 
of trade unionism in their historical setting, and urged that the 
significance of proposed changes in the law could only be appre- 
ciated in the light of the unions’ political and legal history. 
Mr. Morgan Rees contributed a sympathetic presentation of the 
attitude of trade unionists in S. Wales to the questions now at 
issue. The general strike, and the possibility of legislating 
against its repetition, were among the many topics touched 
upon in the subsequent discussion. 

5. Sunday evening. Miss Grier in the chair. Mr. G. F. 
Shove on “‘ Population and the Law of Diminishing Returns.” 
This “ paper’ was something of a tour de force, as Mr. Shove, 
having neither blackboard nor diagrams to assist him in a some- 
what involved argument, contrived to give the impression that 
he was making use of these adjuncts. His thesis defies com- 
pression, but it is to be hoped that we shall, in due course, see 
the whole of it in print. As an experiment in a “ theoretical ” 
discussion (which the Committee embarked on with some mis- 
giving) this was a complete success. 
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Business Meeting.—The following Committee was elected for 
1927-8 : Sir William Beveridge (London), Miss M. Buer (Reading), 
Professor Clay (Manchester), Dr. P. S. Florence (Cambridge), 
Miss L. Grier (Oxford), Mr. Hubert Phillips, Professor J. F. Rees 
(Birmingham). The new members are Miss Buer and Miss 
Grier. Mr. Phillips was re-elected as Hon. Secretary and 
Treasurer, and, at his suggestion, an Hon. Auditor was appointed 
in the person of Mr. P. B. Whale. 

The arrangements for the accommodation of the Conference, 
for which the Association has to thank Miss Reynard and the 
authorities of King’s College for Women, won the admiration of 
all; and it was unanimously resolved to hold next year’s Con- 
ference (January 6-10, 1928) under the same auspices. It is 
hoped that an even larger number will take advantage, on that 
occasion, of the excellent facilities which Queen Mary’s Hostel 


offers. 
H.- P. 





British ASSOCIATION: INQUIRY ON INHERITANCE 


As a result of the discussion raised by Sir Josiah Stamp’s 
Presidential Address last year, a Committee was appointed by 
Section F of the British Association with a view to exploring the 
statistical aspects of Inheritance, so as to obtain a clue to its 
importance as a cause of inequality of wealth. 

It appears to the Committee that an important source of 
information may be found in direct personal knowledge of 
instances of bequest. They therefore seek the assistance of readers 
of the JouRNAL, who are requested to give the quite anonymous 
information asked for on the Form below. It will be sufficient to 
reply briefly under the number of each clause of the Form; e.g. 
“No. 3. Not more than £10,000.” Replies should refer only to 
estates of £5000 or over. 

The signature of the sender should be so placed that it can be 
easily detached and destroyed. 

Replies should be sent to the Recorder of Section F, Mr. R. B. 
Forrester, London School of Economics, Houghton Street, W.C. 2. 


Form 


1. I had direct knowledge of a person who died in the year 
. , at the age of . . . , and whose whole estate was valued at 
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2. The income of the deceased was derived mainly from: 
investment, professional service, industry, commerce, agriculture, 
real estate. (Strike out what does not apply.) 

3. The amount received by the deceased during his lifetime 
by way of inheritance or bequest was, to my knowledge, not more 

less" 
than£.... 

4, The amount alienated by the deceased during his lifetime, 
by way of gifts, settlements, etc., was to my knowledge not more 

less" 
than£.... 

5. The disposal of deceased’s estate by his will was as follows. 
(If possible, state percentages going eventually to chief legatees 
A, B, C, or to other purposes.) 

6. Give any supplementary information which seems 
important. 
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The following have been elected to membership of the Royal 
Economic Society :— 


Allen, Miss R. E. Buyers, J. A. Fernie, W. G. V. 
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Marks, G. N. Robson, A. Townsend, 8. 
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Martin, R. F. RB. Roy, R. F. Tunstall, F. C. 
Martin, W. H. Rubens, J. B. Twigg, H. J. 
Mathur, D. D. 8S. B. Russell, J. W. Tyldesley, S. 
Mattioli, Dr. R. Saba, F. S. Venkataraman, B. 8. 
Maung, E. K. Sarker, N. Vowles, W. H. P. 
Meddings, F. Saxena, K. P. Wallis, C. E. 
Mills, R. A. Schumach, G. J. D. Warden, Mrs. E. E. 
Milnes, Mrs. Nora.  Selbie, R. N. Wearing, E. 
Mindel, A. S. Sen, Prof. K. N. White, G. L. 
Mitra, Prof. S. Sharp, A. Whyte, J. M. F. 
Monk, R. M. C. Shaw, R. Wild, A. 8. 
Morgenstern, Dr. O. Shultz, W. J. Williams, H. 
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Mundy, Rev. R.S. Singer, Prof. Dr. Wilson, Miss E. G. 
Naha, J. C. Kurt. Wong, P. C. 


The following have compounded for life membership : 


Cadbury, John. Dolling, H. W. 
Canaganayagam, N. M. George, A. H. 
Clogg, J. A. E. Hirobe, Kenji. 


Davies, J. S. Hirsch, Dr. K. 
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‘Hunt, A. H. Paterson, R. W. 

Hunt, Miss W. M. Paz, E. P. 

James, T. L. Ray, S. K. D. 

Latif, Khan Bahadur S. A. Sraffa, Dr. P. 

Lees, G. T. Venkataraman, B. 8. 

Mattioli, Dr. R. Whyte, J. M. F. 

Nowell, R. M. 





The following have been admitted to Library membership : 


Barnett House, Oxford. 
Lehigh University Library (compounded for fifteen years). 
Vassar College Library, New York (compounded for fifteen 


years). 


National Federation of Building Trades Operatives. 
University of Oregon Library. 

Library Southern Baptist Theological Seminary, Louisville. 
Seminario de Economia y Finanzas, Buenos Aires. 

The University of Texas. 

Sydenham Library, Gujarat College, Ahmedabad. 
Amalgamated Clothing Workers of America, New York. 
Cincinnati University. 

Pennsylvania State College. 

State University of Montana. 

South-western College, Tennessee. 

American University Library, Washington. 

Wellesley College Library, Massachusetts. 

Leeds College of Commerce. 

University of Cincinnati. 

State University of Montana. 


We record with regret the deaths of the following Fellows of 


the Society : 


Bergson, J. (elected 1921). 
Gooding, W. P. ( 1924). 
Knight, W. H. 1913). 
Lea, J. W. 1913). 





A CommiTTEE has been formed to raise some permanent 
memorial to the services rendered by the late Professor Lilian 
Knowles to Economic History and to the London School of 
Economics. It is felt that the most appropriate memorial would 
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be a Scholarship or Studentship connected with Economic History, 
but the actual form of the memorial would depend upon the 
sum raised. Contributions should be sent to the Secretary, 
London School of Economics, Houghton St., London, W.C. 2. 





TuE Collected Papers of the late George Unwin, Professor of 
Economic History in the University of Manchester, will be pub- 
lished in the course of this year by the Royal Economic Society 
under the title of ‘‘ Studies in Economic History,” edited with 
an Introductory Memoir by Mr. R. H. Tawney. This book will 
be issued to members of the Society on special terms, as in 
previous cases. 





TuE second issue (for 1927) of the Economic History Numbers 
of the Economic Journal will be published in April or May. Con- 


‘tributions intended for this issue should be sent to Mr. J. M. 


Keynes, King’s College, Cambridge, before the end of March. 





An interesting series of lectures has been recently delivered 
at the University of Chicago to commemorate the sesquicentennial 
of the publication of ‘“‘ The Wealth of Nations.” The lectures 
will be published in book form by the University of Chicago 
Press. They include ‘‘ Adam Smith—The Founder of a School ” 
by Prof. J. H. Hollander, ‘! A Genetic Interpretation of Adam 
Smith ” by Prof. J. M. Clark, “ Smith’s Theory of Value and 
Distribution ’” by Prof. P. H. Douglas, and ‘‘ Smith’s Theory of 
Laissez Faire ’’ by Prof. Jacob Viner. 





Some additional copies of Nos. 9, 37-39, 41-43, 47, 50, 52, 81, 
82, 89, 92, 95, 96, 98-100, 103, 105, 107-111, 142 (June, 1926), 
143 (Sept., 1926) of the Economic JourNAL are required for the 
purpose of completing sets. The Secretary of the Royal Economic 
Society would be much obliged if any Fellows who can spare 
their copies of these issues would return them to the Assistant 
Secretary, Mr. S. J. Buttress, 6, Humberstone Road, Cambridge. 
A payment of 4s. will be made for each copy so returned. 
Apart from the above, will any Fellow who wishes to dispose of 
a set, or part of a set, of the Hconomic Journal, kindly 
communicate with Mr. Buttress? 
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THE eightieth anniversary of the birthday of Professor John 
Bates Clark was celebrated in New York on January 26th. In 
preparation for this event three projects had for some time been 
on foot. The first was a commemorative volume, in honour of 
Professor Clark, by former students and other admiring colleagues, 
under the general editorship of Professor J. H. Hollander of 
Johns Hopkins University, which will be published in the spring 
of 1927; opportunity being afforded to members of the Royal 
Economic Society to secure the volume at reduced rates. The 
second was a portrait of Professor Clark, painted by Ernest 
Ipsen, of which each subscriber will receive a reproduction in 
photogravure. The third was a complimentary dinner to be 
held at the University Club in New York on the evening of January 
26th. Although it would have been easy to gather a very large 
company, it was decided to limit it to eighty. About half of 
these were colleagues and former presidents of the American 
Association; and the other half leading representatives of the 
business and financial world. Professor Edwin R. A. Seligman 
was in the Chair, and appreciative speeches were made by Presi- 
dent Nicholas Murray Butler, by Professor Franklin H. Giddings, 
Professor Clark’s oldest friend and colleague, and by Professor 
Frank A. Fetter, of Princeton University, a past president of 
the American Economic Association. Professor Clark made a 
fitting response. The proceedings of the dinner will shortly 
appear in print. It is interesting to note that the Chair at Colum- 
bia University which was originally filled by John Bates Clark 
is now occupied by his gifted son, John Maurice Clark. 





The following is an extract from the letter sent to subscribers 
to Professor Clark’s portrait :— , 

“Professor Clark’s distinguished services to the science of 
economics are known to economists everywhere. His is one of 
those great names in the history of economic theory which can 
never be forgotten. In his Philosophy of Wealth he sketched a 
picture of economics so broad and so comprehensive that genera- 
tions of workers will not exhaust the field opened up. In his 
Distribution of Wealth he cultivated a portion of that field so 
intensively, so fruitfully, and with such finish and polish and 
precision that it will for ever remain a model to teach men how 
great deductive thinking should be carried out. 

“Professor Clark’s writings have been the centre of more 
discussion than those of almost any of his contemporaries. He 
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has stimulated many other men to fruitful theoretical investiga- 
tions. The controversies which have clustered about his writings 
have given a great impetus to the science. 

** Professor Clark, by nature the least controversial of men, 
has himself taken a limited part in these controversies. When 
he has done so, as in his interchanges with the great Austrian, 
Bohm-Bawerk, he has set a standard for scientific controversy 
rarely equalled for courtesy, clarity, fair statement of an oppo- 
nent’s position, and fundamental grappling with the issues 
involved. 

“Capable of the highest degree of scientific abstraction, and 
carrying through in his Distribution of Wealth the abstract method 
with a rigorousness rarely equalled in the history of the science, 
Professor Clark has never allowed himself to think in a vacuum. 
His use of abstractions has been a methodological device. His 
thinking upon economic problems has actually been carried 
through always on the basis of a rich knowledge of economic 
history and contemporary business facts. His interest in prac- 
tical political and social policies has always been keen, and his 
sympathy for the toiling masses of mankind has been a basic 
inspiration of all his work. But he has appreciated, as few 
economists have appreciated, that the scientific analysis of cause 
and effect must not be vitiated by the pious wish that given 
causes might produce different effects, and that the scientist 
serves mankind best by disciplining his emotions and striving 
to see only the truth.” 





Professor Allyn A. Young of Harvard University has been 
appointed to the Chair of Political Economy in the University 
of London in succession to Professor Edwin Cannan. Miss A. E. 
Levett, M.A. (Oxford), has been appointed Reader in Economic 
History in the same University. 











RECENT PERIODICALS AND NEW BOOKS 


Economica (London School of Economics). 


NovemBER, 1926. Economic Welfare and Family Responsibility. H. 
Peat. Philip Burlamachi: a Financier of the Thirty Years War. 
A. V. Jupaus. Amendment of the German Bank Act. P. B. 
Wate. The Welsh Mint. Lu. Jonzs. The Economic Condition 
of Italy. C. Grint. Jefferson, Hamilton, and American Democracy. 
H. FINer. 


The Economic History Review. 


The Place of Economic History in University Studies. Sir W. J. 
Asuury. The Rise and Development of Economic History. N.S. B. 
Gras. The Merchant Adventurers in the Reign of Elizabeth. G. 
Unwin (the late). The Financial Organisation of the Manor. 
A. E. Levetr. The Small Landowner, 1780-1832, in the Light of 
the Land Tax Assessments. E. Davins. A Neglected Aspect 
of the Relations between Economic and Legal History. W. S. 
HOLDSWORTH. 

This is the first number of the Journal of the Economic History Society, 
to which reference was made on p. 322 of our last volume. 


The Sociological Review. 


JaNnuaRY, 1927. The Rise of the Danish Peasantry. P. MANNICHE. 
The Charting of Life. P. Geppxs. The Development of Sociology 
in the United States since 1910. C. A. Ettwoop. 


The Economic Record (Melbourne). 


NovEMBER, 1926. Federation and Finance. L. F. Gipuiw. Fore- 
casting Economic Conditions in Australia. H. Barxtry. The 
Australian National Dividend. J.T. Sutctirre. The Industrial 
Revolution in the Far East. J. B. Conpuirre. The Immigration 
Problem in Australia. G.L. Woop. The Efficiency of Australian 
Manufacturing. F.C. Bennam. 


London and Cambridge Economic Service. 
Special Memorandum. 


No. 174. Numbers occupied in the Industries of England and Wales, 
1911 and 1921. A.L. Bowitey. (P.S. King. 2s. 6d.) In view 
of the opinion of the Census authorities that no valid comparison 
can be made on an occupational basis, this Memorandum revises 
the results of Special Memorandum No. 17, whose comparative 
occupational Tables are withdrawn. The comparison now made is 
on an industrial basis. Summary statistics for Great Britain 
showed that the proportion of occupied (which does not mean 
employed) has changed very little, but here are noteworthy 
shiftings in age distribution. For England and Wales there were 
decreases in the numbers of males engaged in agriculture, cotton, 
clothing, building, dealing, and personal service; while the chief 
increases were in coal-mining, iron, steel and engineering, and 
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Government service. There was a marked fall in the numbers of 
females engaged in personal service and in dressmaking. In 
both sexes, sports and entertainments show an increase. The 
movement of agriculture down the list is notable; in the decade 
it has been passed by mining, textiles and transport, and is now 
fourth among industries, as distinct from services. ‘Tables are 
also given to show changes in geographical distribution. 


Quarterly Journal of Economics (Harvard). 


NoveMBER, 1926. A Theory of Economic Oscillations. H. L. Moors. 
The Nature and Fundamental Elements of Costs. R.T. Byzt. The 
Doctrine of Comparative Cost. E.S. Mason. Theories of Business 
Fluctuations. W.M. Persons. 


Review of Economic Statistics (Harvard). 

OcToBER, 1926. Review of the Third Quarter of the Year. Car 
Loadings as an Index of Trade Volumes. A Monthly Index of 
Commodity Prices, 1890-1900. New York Bank Clearings and 
Stock Prices, 1866-1914. Monthly Production of Anthracite Coal. 


DecemBER, 1926. Statistical Record, 1925, with monthly data up to 
autumn of 1926. Including certain series of figures for selected 
foreign countries, converted into American units (Supplement I 
to Vol. VIII. Pp. 264). 


American Economic Review. 


DECEMBER, 1926. Mechanism of Adjustment of International Trade 
Balances. H. Fets. Agricultural Crazes. A. H. Cote. Burden 
of Tax Exemption of Government Bonds. W.H. Rowe. 


Journal of Political Economy (Chicago). 


DeEcEMBER, 1926. Rural Taxation in New Brunswick. W. C. 
KeEmstTEAD. Washington's Minimum-Wage Law. A. Joy. Ex- 
pansion Possibilities of our Banking System. J. V. HUFFMAN. 
Teaching the Principles of Economics. RK. PETERSON. 


Political Science Quarterly (New York). 


DECEMBER, 1926. Egyptian Cotton and the American Civil War. ©. M. 
EARLE. 


Annals of the American Academy of Political and Social Science 
(Philadelphia). 

NovEeMBER, 1926. The Motion Picture in its Hconomic and Social 
Aspects. I. The motion picture industry. II. The motion 
picture. III. The motion picture in industry. IV. The educa- 
tional and social value of the motion pictures. V. Censorship or 
freedom. 


JANUARY, 1927. Federal and State Jurisdiction in American Life. 
I. Federal and State sources of revenue. II. Child labour and 
the Federal Government. III. Some phases of State and Federal 
control. IV. Extension of Federal influence in education. VY. 
Power development and its supervision. VI. Corporation control 
by the Federal Government. 

No. 145.—vVoL. XXXVII. M 
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Wheat Studies of Food Research Institute 
(Stanford University, California). 


DecEMBER, 1926. The World Wheat Situation, 1925-26: A Review 
of the Crop Year. Though the world wheat crop approached 
4 billion bushels for the first time since 1915, prices averaged 
little below the high level of 1924-25, when crops were much 
smaller. Canada contributed well over half of the overseas 
exports of the world and sold this large crop at very good prices. 
JANUARY, 1927. Survey of the Wheat Situation, August to November, 
1926. The period under review was noteworthy for spectacular 
advance in ocean freight rates between mid-September and early 
November. The world wheat crop, exclusive of Russia, is the 
largest in recent years, except 1923. Crops in exporting areas are 
generally excellent ; those in importing areas are moderately good. 


Monthly Labour Review (U.S. Department of Labour). 
SEPTEMBER, 1926. Labour Productivity in Cotton Manufacturing. 
OcToBER, 1926. Wages and Hours in the British Steel Industry. An 

independent inquiry by the Bureau of Labour Statistics, in view 
of the “ scantiness ”’ of official publications; based on information 
obtained from individual employers and union officials. 
NovEMBER, 1926. Productivity in Meat Packing and Petroleum 
Refining. 
DECEMBER, 1926. Prevalence of Five-day Week in American Industry. 


Bulletin of the Department of Labour (Washington). 
No. 415. Wholesale Prices, 1890-1925. 
No. 416. Hours and Earnings in Anthracite and Bituminous Coal- 
mining. 
No. 417. Decisions of Courts and Opinions Affecting Labour, 1925. 
No. 419. Trade Agreements, 1925. 
No. 420. Handbook of American Trade Unions. 


No. 428. Proceedings of the Industrial Accident Prevention Con- 
ference. ; 


Revue d’Economie Politique (Paris). 
SEPTEMBER-—OCTOBER, 1926. Obligations allemandes des chemins de fer 
contre bons de la Défense nationale. K. Scuuustncrr. La 
stabilité des monnaies européennes et le probléme des transferts. 
P. M. M. Pantaleoni et la théorie économique. G. Prron. 
Critique de l'économie pure. G. H. Bousquet. Les récentes 
théories monétaires anglaises. J.P. LAzarp. 


Journal des Economistes (Paris). 


NovEMBER, 1926. Valorisation des créances privées et des emprunts 
publics en Allemagne. Yvues-Guyor. L’ Assurance sociale sur la 
vie. G. DE Nouvion. La Coopération économique en Europe 
centrale. E. Hantos. Les Pensions des veuves, orphelins et 
vieillards en Grand-Bretagne. W.R. BARKER. 
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DecEeMBER, 1926. L’Endémie britannique. Yves-Guyot. La Tech- 
nique bancaire. P. CauBoNE. Les Ressources miniéres de 
UV Extréme-Orient. C. K. Lurrn. Le Budget du travail et les 
Assurances sociales. G. DE Novuvion. 


JANUARY, 1927. Le mark Allemand. N. Monvet. Les gains 
économiques de la Belgique et du Luxembourg d’aprés la Traité 
de Versailles. KE, Lemonon. 


Le Musée Social (Paris). 


DreceMBER, 1926. Le régime juridique applicable aux Sociétés de 
Sociétés (Omniums). M. Cureminais. [A study of the holding 
company in France.]} 


Schmollers Jahrbuch (Munich and Leipzig). 


50 Band, 6 Heft. Die Rethe als Mittel zur Einschrinkung der Kon- 
kurrenz. W.Strepa. Die Bedeutung von Christian Jacob Kraus 
fiir die Geschichte der Volkswirtschaftslehre. F. MitKowskI. 
Landbau und landlicher Grundbesitz in Brasilien. O. QUELLE. 
Der Wille des Wahlers und das Maas seiner Verwicklung. A. 
TECKLENBURG. Zwei tschechische Schriften iiber Wahrungsreform. 
H. MULLER. ; , 


Jahrbuch fiir Nationalékonomie und Statistik (Jena). 


125 Band, 4 Heft. Die Ursachen der potenzierten Wirkung des 
vermehrten Geldumlaufs auf das Preisniveau. W. EvuckeEn. 
Amerikanische Finanzierungsmethoden. E. BOHLER. 


5 Heft. Thesen iiber Wesen und Aufgabe der Theoretischen Sozial- 
okonomik. L. H. Geox. Amerikanische Betriebssyteme und ihre 
Anwendbarkeit auf das deutsche Wirtschaftsleben. H. VOGEL. 


6 Heft. Friedrich Freiherr von Wieser. F. A. voN HAYEK. 


Vierteljahrshefte zur Konjunkturforschung (Berlin). 


1 Jahrgang, Heft 3. This‘number contains an exhaustive examination 
of the German Conjuncture in all its aspects—money, capital, 
income, production and employment—together with a special 
treatment of the main branches of German industry, with the 
conclusion that, in November 1926, the symptoms indicated the 
beginning of a rise. There is also a review of the foreign Con- 
juncture. Very complete statistical and diagrammatic tables are 
given. 

1 Jahrgang, Ergiinzungsheft 3. Zur Lage der deutschen Landwirtschaft 
seit 1924. Dr. H. Partzmann. An examination specially of 
conditions affecting rye, wheat, and potatoes. Der Welthandel in 
wichtigen Nahrungsmitteln und Rohstoffen vor und nach dem 
Kriege. (Official.) The turnover value of world trade in 1924 was 
94 per cent. of 1913, reckoned at pre-war prices, the decline being 
mainly in respect of raw materials. 


Weltwirtschaftliches Archiv (Jena). 


25 Band, 1 Heft. Strukturwandlungen der Weltwirtschaft. B. Harms. 
Die Handelspolitischen Ideen der Nachkriegszeit. F. KULENBERG. 
Nordamerikas Wirtschaftsaufstieg und das paneuropdische Problem. 
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'E. H. Voert. Die Vergeistung der Betriebe. W.Sompart. Die 
Grundideen und Methoden der landwirtschaftlichen Geographie. G. 
Srupensky. Die moderne Entwicklung des Luftfahrtrechts. O. 
SCHREIBER. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 

56 Band, 2 Heft. Rationalisierung als finanzielles Problem. M. J. 
Bonn. Der Zahlungsbilanzausgleich bei einsettigen Wertiibertra- 
gungen. M. Patyr. Gesellschaft und Staat. F. Sanper. Die 
Phinomenologie des Geldwerthewusstseins. F.WILKEN. Genossen- 
schaftswesen in Sowjetrussland. V.'TOTOMIANZ. 

56 Band, 3 Heft. Die langen Wellen der Konjunktur. N. D. Konpra- 
TrEFF. Inierventionismus. L. Mises. Die Geschichte als Funk- 
tion der Geldbewegung. M. Herzwetp. Richtungen und Ent- 
wicklungstendenzen in der Arbeitswissenschaft, JI. W. ELIASBERG. 
Die britische Versicherung gegen Arbeitslosigkeit. F.Heryur. Die 
Aufbringung der Reparationsleistungen. H. STAEHLE. 


Zeitschrift fiir die gesamte Staatswissenschaft (Tiibingen). _ 

81 Band, 3 Heft. Reichsverfassung und Rechtsprechung. W. Simons. 
Der isolierte Staat, 1826-1926. E. Saumy. Friedrich Freiherr 
von Wieser und sein Werk. E.Scuams. Die Discrepanz zwischen 
Leistung und Einkommen in modernen Wirtschaftsleben. B. Mou. 

82 Band, 1 Heft. Zur Reform der preussischen Selbstwerwaltung. H. 
VON EyNERN. Wirtschaftsgeschichte und Wirtschaftstheorie. T. 
Mayer. Rodbertus und der agrarische Sozialkonservatismus. H. 
Suttan. Zur Transferfrage. W.SULZBACH. 


Giornale degli Economisti (Milan). 
OctoBER, 1926. Jl problema del valore. F.Carui. La disoccupazione 
in Italia. G. GALLETTI. 
NoveMBER, 1926. Per lindipendenza economica dell’ Italia. G. 
Mortara. II problema del valore. F. CaRtt. 


DEcEMBER, 1926. JI ciclo produttivo in regime di moneta avariata. A. 
CapiaTI. La valutazione della produzione lorda dell’ agricoltura 
Lombarda, 1910-14 e 1920-4. P. ALBERTARIO. 


La Riforma Sociale (Turin). 


NOVEMBER—DECEMBER, 1926. Prignionieri oziosi. V. Porri. Eco- 
nomia e legislazione nell’ agricoltura. F. Luzzarto. Consumi e 
prezzi nel confronto internazionale fra i salari reali. G. GALLETTI. 


Scientia (Milan). 
DrcemBER, 1926. The New Malthusianism in the Light of Actual 
World Problems of Population. G. W. Knrpss. 
Fresruary, 1927. Una teoria matematica sulla lotta per lVesistenza. 
V. VOLTERRA. 


Metron (Padua). 

DECEMBER, 1926. Le variazioni stagionali della natalita. P. Luzzatro 
Froiz. Probleme der Bevilkerungs-Bewegung bei den Juden. J. 
LestscHINsKY. La richesse et le revenu de la péninsule Ibérique. 
J. VONDELL6s. 
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Ekonomisk Tidskrift (Uppsala). 


1926, No. 1. Commodity Value and Money Value. Davin Davipson. 
It is argued that the concept “ real value” or “ absolute value ” 
is necessary in discussions of the variations in commodity values 
and money values. Has the Present Tariff raised Land Values ? 
Fritz Brock. The Tariff Commission has tried to show that the 
tariff has changed the position of the farmers in Sweden for the 
worse, but yet raised land Values. Brock thinks that this is 
impossible. If the tariff has been detrimental to the interests of 
the farmers, it must have lowered land values. The Population 
Problem. SVEN BrismaN. An address read to the Economic 
Society, Stockholm (with discussion). Contemporary opinion has 
been revolutionised, as is most clearly seen in the discussion 
of the emigration problem. The question of the optimum size of 
population attracted little interest before the war, because wealth 
and welfare were rapidly rising through the effects of technical 
inventions, the utilisation of the “‘ new ”’ countries and decreasing 
mortality. There is likely to be a radical change in these three 
respects in the future. Population in North-western Europe will 
soon be static. In Sweden it will probably rise from 6 to 9 
millions and then fall to something like 7 millions. Mortality will 
rise, when the composition of the population is changed, the older 
year groups becoming relatively more numerous. In _ the 
discussion Professor Knut Wicksell pointed out that the high 
mortality in France, apart from in the first year of life, was to be 
explained from this fact; the mortality in other year groups is 
not higher than in Sweden. 

1926, Nos. 2-3. The German Reparation Problem. Davip Davipson. 
A review of the plans and proposals of the Dawes Committee. The 
English Coal Crisis. Wart HILDEBRAND. A review of the Coal 
Commission Report. The Co-operative Programme. Erik 
LinpaHL. A review of a pamphlet by Anders Orne, Postmaster- 
General. The opinion that the co-operative societies can organise 
the production and effect the distribution of nine-tenths of the 
manufactured articles which are needed in a modern society is 
criticised. One of the greatest difficulties will be how to find 
sufficient capital. Another is the relation to trade unions. None 
of them has been very acutely felt so far, but both will become of 
greater importance when the production of consumers’ co-operative 
societies has been further developed. The Budget. Ernst 
Wicrorss. A paper read before the Economic Society in Stock- 
holm by the then Minister of Finance in the last Socialist Govern- 
ment (with discussion by Carleson, Wicksell, Kobb, Wallenberg, 
Ekman and others). The Government Proposals concerning Social 
Insurance against Accidents and Illness. P. J. G. Laurrn. A 
paper read before the Economic Society in Stockholm. 

1926, Nos. 4-5. Sweden’s Future Population. 8. D. WICKSELL. 
Various assumptions are made as to the future mortality, and on 
the basis of each of them the development of the population figures 
is computed. The methods used by G. U. Yule are criticised. 
Comparisons are made with Bowley’s and Cramer’s similar 
attempts. The Elasticity of Gold Production. G. SILVERSTOLPE. 
Will a rise in the value of gold cause a substantial increase in gold 
production? In his book The Problem of Stabilisation (Swedish) 
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‘Cassel has criticised the opinion put forth by Lehfeldt, that the 
answer to this question is in the affirmative. Silverstolpe defends 
Lehfeldt’s view. It is true that gold production in the Transvaal 
has not been much reduced as a result of the decline in the value of 
gold since 1914. This, however, does not prove that a rise in the 
value of gold would have only a small effect on gold production. 
A report by the Transvaal Chamber of Mines gives figures which 
imply that if one could use ores containing 3 dwts. gold per ton 
or more the quantity of ores utilised would be three times greater 
than when the limit is 6 dwts. gold per ton. 


Skandinaviska Kreditaktiebolaget (Stockholm). 


JANUARY, 1927. Gold Production and Gold Value. G.CassEt. Will 
the increasing demand for gold be met by increased output? It 
is doubtful if a further fall in the price level will stimulate pro- 
duction in South Africa; partly because the price level there is 
already below that of Europe and America, so that the adjustment 
of this disparity may cause Cape prices to rise; partly because of 
the problems of labour, capital and exhaustion of the mines. 
“In fifteen years the output will not cover even half the require- 
ment.’ Prof. Lehfeldt’s proposal for a gold trust will not meet 
the problem of decreased supply. Economic depression will there- 
fore only be avoided by “ systematically regulated scarcity of the 
amount of means of payment.” For this purpose the training 
received in international co-operation during the recent transition 
period will have been of great value in coping with the problems 
‘* which will press for solution when it once becomes necessary to 
abandon gold as a basis for our monetary system.” 

This number also includes short articles on Sweden’s Import and Export 
of Capiial, and The Swedish Sugar Trust. 


De Economist (Rotterdam). 


NovEMBER, 1926. Theoretische economie en sociale politiek, I. A. A. 
van Rein. Loondiens conflicten. A. F. vaN LAKERVELD. 


DeEcEMBER, 1926. Theoretische economie en sociale politiek, IJ. A. A. 
vaN Ruin. Emmen. M. J. W. Roxrauort. Methode van 
berekning van het toekomstige bevolkingsaccres. A. O. HoLWERDA. 


JANUARY, 1927. Winstbejag versus behaeftenbevrediging. C. A. V. 
SruartT. Beschouwingen naar aanleiding van het rappart van de 
Staatscommissie voor het muntwesen. C. Hortsema. Nieuwe 
literatur over de Waardeleer. R. VAN GENECHTEN. De maximum 
bevolking van Nederland. F. W. Hoort. 


Revista Nacional de Economia (Madrid). 


SEPTEMBER-—OCTOBER, 1926. Mz Psicologia Econdémica. Vizconde 
DE Eza. Jorge Federico Knapp y su significacién en la Teoria 
Dineraria. A. B. CaNetTe. La importancia de la estabilidad del 
cambio extranjero. P.M. ATKINS. 


NovEMBER-DECEMBER, 1926. J. F. Knapp: II. A. B. CaNere. 
La regulacién de la produccién. J. M. GONZALEZ. 
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International Labour Review (Geneva). 


NOVEMBER, 1926. Collective Labour Agreements in Italian Agriculture. 

DECEMBER, 1926. The Constitutionality of Labour Legislation in the 
U.S.A. W. G. Rice. The Conciliation and Arbitration of 
Industrial Disputes. Annual Holidays for Workers, and Collective 
Agreements. 

JanuaRY, 1927. The Third International Conference of Labour 
Statisticians. Some Aspects of the Labour Problem in China. 
P. Henry. 


Other publications received. 


Chinese Economic Monthly, Palestine and Near East Economic Magazine, 
L’ Egypte Contemporaine, Monthly Bulletin of Financial and 
Economic Statistics of the Tokyo Chamber of Commerce, Irish Trade 
Journal (Free State), Journal of the Bengal National Chamber of 
Commerce, L’ Esprit International, Tattersall’s Cotton Trade Review, 
The Secretary, L’ Economiste Francais, Wirtschaftliche Nachrichten. 





NEW BOOKS 


(All British books are London, American books New York, unless 
otherwise stated.) 


English. 


Briecs (M.). Economic History of England. Second Edition. 
Clive. 1926. Pp. 548. 8s. 6d. 

Brown (F.). A Tabular Guide to the Foreign Trade Statistics of 
Twenty-one Principal Countries. Students’ Bookshop. 1926. Pp. 
xxxili + 125. 7s. 6d. : 

Cannan (E.). Money. Fifth Edition, revised. P. 8S. King. 
1926. Pp. 120. 3s. 6d. 

CaTuin (G. E. G.). The Science and Method of Politics. Kegan 
Paul. 1926. Pp. 360. 12s. 6d. 

CiaPHAM (J. H.). An Economic History of Modern Britain. The 
Early Railway Age, 1820-1850. Cambridge University Press. 1926. 
Pp. 623. 25s. 

Dawson (W. H.). Richard Cobden and Foreign Policy. Allen 
and Unwin. 1926. Pp. 340. 10s. 6d. 

FitzRanpotp (H. E.) and Hay (M. D.). The Rural Industries of 
England and Wales. Oxford University Press. 1926. Pp. 239. 5s. 

Hawtrey (R. G.). Monetary Reconstruction. Second Edition. 
Longmans. 1926. Pp. 175. 10s. 6d. 

LEHFELDT (R. A.). Controlling the Output of Gold. Preface by 
Dr. Schacht, President of the Reichsbank. London General Press. 
1927. Pp. 31. Ils. 

Macartney (C. A.). The Social Revolution in Austria. Cam- 
bridge University Press. 1926. Pp. 288. 8s. 6d. 
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Matruus (T. R.). First Essay on Population, 1798. Clarendon 
Press. 1927. Pp. xxvii + 396. 10s. 6d. 

[An exact reprint of the First Edition, published by the Royal Economic 
Society. ] 

Marsa. (A.). Official Papers. Macmillan. 1927. Pp. 428. 
10s. 6d. 

[Contains the whole of Marshall's separate contributions to official inquiries 


on economic questions, reprinted from public documents; including both evidence 
and memoranda. Published by the Royal Economic Society. ] 


MartTIN (K.). The British Public and the General Strike. Hogarth 
Press. 1926. Pp. 128. 3s. 6d. 

MaTTHEWS (P. W.) and TukE (A. W.). History of Barclays’ Bank, 
Ltd. Blades. 1926. Pp. 441. £2 2s. 

MinEs (N.). The Economics of Wages and Labour. P. 8S. King. 
1926. Pp. 196. 8s. 6d. 

Noan (P.). A Monetary History of Ireland. Part I: Ancient 
Ireland. P.S. King. 1926. Pp. 219. 5s. 

Peppige (J. T.). Capitalism is Socialism. Longmans. 1926- 
Pp. 336. 7s. 6d. 

Reiss (R.). The Town-planning Handbook. P. S. King. 1926. 
Pp. 130. 3s. 

Rosertson-Scorr (J. W.). The Dying Peasant. Williams and 
Norgate. 1926. Pp. 282. 10s. 6d. 

Smita (W.). A Geographical Study of Coal and Iron in China. 
Hodder and Stoughton. 1926. Pp. 83. 5s. 

Uyenara (8.). The Industry and Trade of Japan. P. S. King. 
1926. Pp. 326. 15s. 

Wituiams (G. E.). A Synopsis of Economics. Methuen. 1927. 
Pp. 168. 4s. 6d. 


[A guide to the more elaborate treatises, with references for further study.] 


American. 


Atkins (D.). The Measurement of Economic Value. San Fran- 
cisco. The Lantern Press. 1926. Pp. 189. $3. 


Barnett (G. E.). Machinery and Labour. Oxford University 
Press (as agents). 1926. Pp. 161. 10s. 

Buack (J.). Production Economics. Holt. 1926. Pp. 975. 
$4.50. 

Breyer (R. F.). Agents and Contracts in Export Trade. Uni- 
versity of Pennsylvania. 1927. Pp. 170. 

Coomss (W.). The Wages of Unskilled Labour in Manufacturing 
Industries in the U.S., 1890-—1926. Columbia University Press. 
1926. (P.S. King). Pp. 162. 9s. 

Dousman (J. R.). An Analysis of Display Advertising in Phila- 
delphia Newspapers, to determine its Expressed Truth or Falsity. 
University of Pennsylvania. 1927. Pp. 94. 

GEMMILL (P. F.). Collective Bargaining by Actors. University of 
Pennsylvania. 
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Hanrorp (A.C.). Problems in Local Government. A. W. Shaw 
Company, 1926. Pp. 457. 

Houruin (R. G.) and Berripce (W. A.). Employment Statistics 
for the United States. Russell Sage Foundation, New York. 1926. 
Pp. 214. $2.50. 

[A plan for national collection, and a handbook of methods recommended by 
a Committee of the American Statistical Association.] 


Kuznets (S. K.). Cyclical Fluctuations. New York. 1926. 
Adelphi Company. Pp. 202. 

Lapp (J. A.). Practical Social Science. Macmillan. 1926. Pp. 
371. 7s. 

Lincotn (E. L.). Steps in Industry. Macmillan. 1926. Pp. 
214. $2. 

[A popular exposition of economic principles, for those engaged in in« 

Lyon (L. 8.). Making a Living. Macmillan. 1926. Pp. 
78. 

[An introduction to the study of vocations, suitable for high schools.] 

Movtton (H. G.) and Pastovsxy (L.). World War Debt Settle- 
ments. London. Allen and Unwin. 1927. Pp. 448. 8s. 6d. . 

[The most recent publication of the Institute of Economics, New York. | 

Seorist (H.). The Widening Retail Market. Chicago and New 
York. 1926. A. W.Shaw Company. Pp. 186. 

VinackE (H. M.). Problems of Industrial Development in China. 
Oxford University Press (as agents). 1926. Pp. 205. 9s. 

Waitt (L. D.). Public Administration. Macmillan. 1926. Pp. 
495. 14s. 


lustry. | 


29 
— 


French. 


Avuack-Larisé. Syndicats et coopératives agricoles. Paris: 
Colin. 1926. Pp. 211. : 

Bonnet (G.). Les expériences monétaires contemporaines. Paris : 
Colin. 1926. Pp. 212,16 mo. 9.80 fr. 

BonniatiAn (M.). La loi de variation de la valeur, et les mouve- 
ments généraux des prix. Paris: Giard. 1927. Pp. 154. 12/fr 

Cotson (C.). Les changements apportés par la guerre 4 la 
richesse de la France. Paris: Alcan. 1926. Pp. 50. 7 /fr. 

[A short brochure, but full of interesting figures. ] 

CoRNELISSEN (C.). Traité Général de Science Economique. Tome 
troisiéme : Théorie du Capital et du Profit. 2 vols. Paris: Giard. 
1926. Pp. 463 + 662. 120 fr. 

Drivista (F.). L’Indice monétaire et la théorie de la monnaie 
Paris: Sirey. 1926. Pp. 111. 

[A reprint of articles from the Revue d’ Economie Politique, 1925 and 1926.] 

Frots (M.). La santé et le travail des femmes durant la guerre. 
(Histoire Economique de la guerre, du Carnegie Endowment.) Paris : 
University Press. 1926. Pp. 229. 

GipE (C.). La Coopération 4 l’étranger (Angleterre et Russie). 
Paris: Sirey. 1926. Pp. 230. 
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GRANDIN (A.). Bibliographie générale des sciences juridiques, 
politiques, économiques, et sociales, 1800-1926. Paris: Sirey. 1926. 
Pp. 854. 300 fr. 


Hantos (E.). La monnaie; ses systémes et ses phénoménes en 
Europe Centrale. Paris: Giard. 1927. Pp. 259. 


JkzE (G.). Les dépenses de guerre de la France. (Histoire 
cconomique de la guerre, du Carnegie Endowment.) Paris: Uni- 
versity Press. 1926. Pp. 90. 


Lacont (G.). Le retour a l’étalon-or. (La politique monétaire de 
Y Angleterre.) Paris: Payot. 1926. Pp. 240. 20/fr. 

LAVERGNE (B.). L’ordre coopératif. Vol. I: Les faits. Paris : 
Alcan. 1926. Pp. 605. 45/fr. 

[This first volume contains especially an account of the “‘ régies coopératives,”’ 
i.e. of State or municipal enterprises carried on in the public interest, chiefly in 
Belgium. | 

Mana (E.) (Edit.). La Belgique restaurée. Brussels: Lamertin. 
1926. Pp. 686. 


PrETRI-TONELLI (A. DE). Traité d’économie rationelle. (Tr. from 
third Italian edition.) Paris: Giard. 1927. Pp. 639. 90/fr. 
Raynaup (B.). La vie économique internationale. Paris: Sirey. 
1926. Pp. 488. 
SELLIER et BruGcGEMAN. Paris durant la guerre. (Histoire 
conomique de la guerre, du Carnegie Endowment.) Paris: Uni- 
versity Press. 1926. Pp. 90. 


Yanerr (S.). La constitution de IlU.S.S.R. Paris: Giard. 
1926. Pp.72. 12 fr. 


German. 
BECKMANN (F.). Die internationale agrare Arbeitsteilung Europas. 


Kieler Vortriige, No. 16. 1926. 


BENDIXEN (F.). Das Wesen des Geldes. Fourth Edition. 
Munich. Duncker and Humblot. 1926. Pp. 66. 3m. 

Btcuner (R.). Die Finanzpolitik und das Bundessteuersystem 
der V. S. von Amerika von 1789 bis 1926. Jena: Fischer. 1926. 
Pp. 471. 21m. . 


ConraD (O.). Absatzmangel und Arbeitslosigkeit als Dauer- 
zustand. Wien: Holder-P.-T. 1927. Pp. 104. 3m. 


DeumMerR (R.). Die Verstaatlichung des Kredits. Munich: 
Duncker and Humblot. 1926. Pp. 371. 14.50 m. 


DrREcHSLE (H.). Das Schweizerische Bankgeschift. Basel. 1926. 
Pp. 107. 


HetcHen (A.). Deutschlands Zahlungsbilanz. 1925. Leipzig : 
Teubner. 1926. Pp. 94. 5m. 


KamsBe (M.). Grundziige des japonischen Steuersystems der 
Gegenwart. Jena: Fischer. 1926. Pp. 90. 4.50 m. 


KuskeE (B.). Die historischen Grundlagen der Weltwirtschaft. 
Kieler Vortrige, No. 17. 1926. 


MataJA (V.). Die Reklame. Fourth (revised) Edition. Munich : 
Duncker and Humblot. 1926. Pp. 391. 14.50 m. 
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Mort (O.). Die Selbstverwaltung der Wirtschaft in den Industrie- 
und Handelskammern. Jena: Fischer. 1927. Pp. 159. 6.50 m. 

Motu (B.). Die modernen Geldtheorien und Wihrungssysteme. 
Stuttgart: Enke. 1926. Pp. 82. 5.70 m. 

Munrs (K.). Anti-Marx. Bd. I. Der Produktionsprozess des 
Kapitals. Jena: Fischer. 1927. Pp. 571. 30m. 

Prick (H. T.). Volkswirtschaftliches Worterbuch. Teil I, 
Englisch-Deutsch. Berlin: Springer. 1926. Pp. 220. 9.60 m. 


[A useful work, of which the second volume will be of special interest to 
English readers. The explanation of technical terms, Acts of Parliament, schemes 
such as the Rowan or Stevenson plan, Royal Commissions and similar bodies, 
ete., is supplemented by a list of English and American authors and journals, so 
that special usages are referred to by author or text. | 


Rtuy (A.). Vom Wirtschaftsgeist in Amerika. Leipzig: Quelle 
and Meyer. Pp. 122. 

SCHLESINGER (R.). Die Zollpolitik der V.S. von Amerika. Jena: 
Fischer. 1926. Pp. 106. 4.50 m. 

ScHuMPETER (J.). Theorie der wirtschaftlichen Entwicklung. 
Munich: Duncker and Humblot. 1926. Second (revised). Edition. 
Pp. 369. 14.50 m. 


SomBart (W.). Das Wirtschaftsleben im Zeitalter des Hoch- 
kapitalismus. Vol. I. Munich: Duncker and Humblot. Pp. 514. 


14.5 m. 

TscHAJANOFF (A. W.). Die Landwirtschaft des Sowjetbundes. 
Berlin: Parey. 1926. Pp. 40. 

Von Jankovicn (B.). Beitrage zur Theorie des Geldes. Wien. 
1926. Pp. 158. 

Von WALTERSHAUSEN (S.). Die Weltwirtschaft und die staat- 
lichen geordneten Verkehrswirtschaften. Leipzig: Gloeckner. 1926. 
Pp. 416. 22m. 


Weicemann (H.). Kritischer Beitrag zur Theorie des Inter- 
nationalen Handels. Jena: Fischer. 1926. Pp. 84. 4m. 


Italian. 


Empout (A. DA). Riflessioni sull’ equilibrio economico. Reggio- 
Calabria : Vitalone. 

Fastano (M.). Sulla teoria della esenzione del risparmio dall’ 
imposte. Torino: Bocca. 

Graziani (A). Critica ricardiana. Modena. 

KRETSCHMANN (J. G.). La questione agraria in Russia. Piacenza. 
1926. Pp. 330. 25 lire. 

Loria (A.). Economia politica (Third edition). Torino, 1927. 
Pp. 844. 70 lire. 

Porri (V.). L’Evoluzione economia Italiana nell’ ultimo Cin- 
quentennio. Roma. 1926. Pp. 295. 
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Swedish. 


Heckscuer (E. F.) (Ed.). Sveriges ekonomiska och sociala 
historia under och efter Virldskrijet. Stockholm: Norstedt. 1926. 
2volsinl. Pp. 365 + 304. 


Indian. 


Sarre (B. G.). Economics of Agricultural Progress. Sangli. 
1926. Pp. 225. 2.8 rup. 





